vig 
( 


Chis 


Se , 


Ses 


“ean! ; 
ars * Weds Bhe 
‘ , ya's otha 
‘ i 4 i a; ‘ r 
3 t 1 . 
‘ ‘ $ as ai 
1 ‘ 7 ; : 
4 1 4 wy a 4 " va 
: t 


ve We ey 


ain S 
ei 
ty 


7 


+ 
! 


‘ 
a 
v 
‘oi 


Oe 


7 - 
oat : 
— yon a 


a a 
oo 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Toronto 


https://archive.org/details/31/76111701/7509 


oa di ine ie Sree ae ee ee” : 

Banking Bans Gorvrm CVG. SS wawelan thee 
_ SESSION 1947-1948 
HOUSE OF COMMONS 
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MINUTES OF PROCEEDINGS AND EVIDENCE - 


No. 1 


Subject-matter of the General Agreement on Tariffs and Trade, 
including the Protocol of Provisional Application thereof, 
together with the Complementary Agreement of 
October 30, 1947, between Canada and the 
United States of America. 


THURSDAY, MARCH 11, 1948 
THURSDAY, MARCH 18, 1948 


WITNESSES: 


Mr. H. B. McKinnon, Chairman of the Tariff Board; 
Mr. J. J. Deutsch, Director-of Economic Relations Division, Department 


of Finance; 
Mr. Hubert R. Kemp, Director of Commercial Relations Division, 


Department of Trade and Commerce. 


OTTAWA 
EDMOND CLOUTIER, C.M.G., B.A., 
PRINTER TO THE KING’S MOST EXCELLE 
CONTROLLER OF STATIONERY 
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ORDERS OF REFERENCE 


~ House or COMMONS, 
Monday, 2nd February, 1948. 


, 
Resolved; That the following Members do compose the Standing Committee 

Eon Banking and Commerce: Messieurs Abbott, Argue, Arsenault, Beaudry, 
Bee, Benidickson, Black (Cumberland), Blackmore, Bradette, Breithaupt 
i Cleaver, Cote (St. Johns- Ilberville-Napierville), Dechene, Dionne (Beauce), 

Dorion, Fleming, Fournier (/ Maisonneuve- Rosemont), Fraser, Fulton, Gour, 
B Hackett, Harkness, Harris (Danforth), Hazen, Ilsley, Irvine, ‘Tsnor, Jackman, 
| Tacnicke, Jutras, Lesage, Low, Macdonnell (Muskoka Ontario), MacNaught, 
_ Manross, Marquis, Maybank, Mayhew, Michaud, Nixon, Picard, Pinard, Quelch, 
- Rinfret, Ross (Souris), Stewart (Winnipeg North), Smith (York North), 
. ‘Thatcher, Timmins, Tucker—50. (Quorum 15). 


Ordered: That the Standing Committee on Banking and Commerce be 
Beinowered to examine and inquire into all such matters and things as may be 
referred to them by the House; and to report from time to time their observa- 
tions and opinions thereon, with power to send for persons, papers and records. 


‘Fourspay, March 11, 1948 


Ordered,—That the said Committee be empowered to print, from day to 
day, 500 copies in English and 200 copies in French of its minutes of proceedings 
and evidence, and that Standing Order 64 be suspended in relation thereto. 


x — Ordered,—That the quorum of the said Committee be reduced from 15 to 
. 10 members and that Section 1 (d) of Standing Order 63 be suspended in 
— relation thereto. 


Ordered,—That the said Committee be granted leave to sit while the House 
is sitting. 
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Fripay, March 12, 1948. 


Ordered,—That the subject-matter of the General Agreement on Tariffs and 
Trade, including the Protocol of Provisional Application thereof, together with 
the complementary agreement of October 30, 1947, between Canada and the 
United States of America, be referred to the said Committee. 


| Oe er ere 


a. Attest. 
| ARTHUR BEAUCHESNE, 


a Clerk of the House. 
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we STANDING COMMITTEE 


Hovusk oF COMMONS, 
Tuurspay, March 11, 1948. 


The Standing Committee on Banking and Commerce begs leave to present 
the following :-as a 


First REporT 


Your Committee recommends: 

1. That it be empowered to print, from day to day, 500 copies in English 
and 200 copies in French of its minutes of proceedings and evidence, and that 
Standing Order 64 be suspended in relation thereto. 


2. That its quorum be reduced from 15 to 10 members and that Section 
1 (d) of Standing Order 63 be suspended in relation thereto. | 


3. That it be granted leave to sit while the House is sitting. 
All of which is respectfully submitted. 


HUGHES CLEAVER, 
Chairman. 


(Note: The above report was adopted by the House on the same day it 
was presented.) 


SEcoND REPORT 


The Second Report to the House, presented on Thursday, March 11, 1948, 
deals with Private Bills referred to it under Order of Reference dated Friday, 
March 5, 1948, and considered by the Committee. 


~* 


MINUTES OF PROCEEDINGS 


House or Commons, Room 497, 
Tuurspay, March 11, 1948 


The Standing Committee on Banking and Commerce met this day at 
11 o'clock am. Mr. H. Cleaver, Chairman, presided. 


Members present: Messrs. Argue, Belzile, Benidickson, Cleaver, Dechene, 
Gour (Russell), Hazen, Isnor, Jackman, Jaenicke, Jutras, Low, Macdonnell, 
(Muskoka-Ontario), Marquis, Michaud, Pinard, Rinfret, Ross (Souris), Smith 
(York North), Thatcher, Timmins. 


In attendance: Mr. R. W. Warwick, Superintendent, and Mr. K R. Mac- 
Gregor, Chief Actuary, of the Department of Insurance, Ottawa, Ontario; 
Mr. D. K. McTavish, K.C., and Mr. D. A. Mellraith, K.C., Ottawa, Ont.; 
Mr. H. Gerin-Lajoie, K.C., and Mr. P. P. Hutchison, K.C., of Montreal, P.Q.; 
Mr. H. I. Price, and Mr. Joseph Miller, of Toronto, Ont.; Mr. C. N. Bissett 
and Mr. A. G. B. Milborne, of Montreal, Que.; Mr. David Croll, M.-P. 


On motion of Mr. Pinard: 
Resolved,—That the Committee ask leave to sit while the House is sitting. 


On motion of Mr. Isnor: 


Resolved,— That the Committee recommend that its quorum be reduced 
from 15 to 10 members. 


On motion of Mr. Marquis: 

Resolved,—That the Committee recommend that it be authorized to print 
from day to day, 500 copies in English and 200 copies in French, of its Minutes 
of Proceedings and Evidence. 


(The Committee considered four private bills.) 


The Chairman proposed and the members of the Committee unanimously 
agreed that the Clerk of the Committee be instructed to write to Mr. G. D. Fin- 
layson, former Superintendent of Insurance, to express to the latter the Com- 
mittee’s appreciation of the valuable services rendered to the Committee by 
Mr. Finlayson during his tenure of office. The Committee also offered their 


congratulations to Mr. R. W. Warwick on his appointment as Superintendent 


of Insurance to succeed Mr. Finlayson who has retired. 


At 12.15 o’clock p.m., the Committee adjourned to meet again at the call 
of the Chair. ‘rife: 


VA a STANDING COMMITTEE 
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House oF Commons, Room 429, 
Tuurspay, March 18, 1948. 


The Standing Committee on Banking and Commerce met this day at 
8.15 o’clock p.m. Mr. Hughes Cleaver, Chairman, presided. 


Members present: Messrs. Argue, Belzile, Benedickson, Blackmore, Cleaver, 
Dechéne, Dionne (Beauce), Dorion, Fleming, Fraser, Fulton, Harris ( (Danforth), 
Hazen, Isnor, Jaenicke, Jutras, Lesage, Low, MacNaught, Marquis, Michaud, 
Pinard, Rinfret, Timmins. 


In attendance: Mr. H. B. McKinnon, Chairman of .the Tariff Board; 
Mr. J. J. Deutsch, Director of Economic Relations Division, Department of 
Finance; Mr. Hubert R. Kemp, Director of Commercial Relations Division, 
Department of Trade and Commerce. 


The Order of Reference of Friday, March 12, 1948, was read by the 
Chairman. 
A discussion took place in connection with the procedure to be followed 


and it was finally agreed that the officials in attendance should address the 
Committee briefly on the subject-matter referred to it. 


Mr. McKinnon, Mr. Deutsch and Mr. Kemp were therefore heard. 


On motion of Mr. Marquis: 


Resolved —That a Steering Subcommittee be appointed which shall be 
composed of the Chairman, three Liberal members, two Progressive-Conservative 
members, one C.C.F. member and one Social Credit member, the names to be 
submitted. to the Chairman sometime to-morrow. 


At 9.15 o’clock p.m., the Committee adjourned to meet again at the call 
of the Chair. 


ANTOINE CHASSE, 
Clerk of the Committee: 


MINUTES OF EVIDENCE 


House or COMMONS, 
¢ March 18, 1948. 


The Standing Committee on Banking and Commerce met this day at 
8.15 p.m. The Chairman, Mr. Hughes Cleaver, presided. 

The CuarrmMan: As you know our reference is The Geneva Trade Agree- 
ments. I would suggest that we have a general statement by Mr. Hector 
MeKinnon, and that we then have a general discussion as to just how far 


the committee would like to go in regard to going into the details. I would 


ask the committee to appoint a steering committee. I anticipate as a result 


of pressure of work between now and Easter adjournment this will be the 


only meeting of the committee before then. Immediately after the Easter 
adjournment we should take up the subject just as promptly and as continuously 
as possible. 

Mr. Harris: Just before you ask our friend, Mr. McKinnon, to give his 
observations I should like to make one or two comments with regard to the 
conduct of your committee. First I think you as chairman should take this 
committee into your confidence and tell us how you propose to proceed. Secondly 
you are charged with this responsibility and you should tell your committee 
how many of the other countries interested have made substantial progress in 
putting these agreements into effect. Take the major countries first and tell 
us how far along the United States, for example, have proceeded with their 
work, and then in due course the other countries. 

I am of the opinion that to throw witnesses, in whom we have the utmost 
confidence, into this committee, without having a general direction as to how 
your committee is going to function, and what the objective of your committee 
is as far as time and agenda and reporting back is concerned, is something 
that should not be done. We should have that general basis first. 

I think that these witnesses, whom you have probably summoned of your 


- own accord, will find themselves ‘in a position which is more or less duplicating 
_certain work they have already been asked to do in. another place. I think 


your committee should be seized with the economy of things. I do not know 
why, when there are three volumes of evidence printed elsewhere on the same 
subject matter, that we should ask these witnesses to again lose their time and 
travel over the same material probably that has been gone over in another 
place. I think we should iron out among ourselves first the minimum of 
evidence we are going to ask for so as to be careful not to duplicate what has 
transpired, and having as an objective the objective which the chairman and 


_the government probably have in their mind before we go on with a lot of 


elaborate details which will not bring us to our final objective in what I would 
suggest, to you, sir, might be a more orderly way. I should like to hear from 
the chairman first as to what he wants us to do before going on with the 
witnesses. 

The CHAIRMAN: Is there any other member of the committee who would 
like to speak at this time? 

Mr. Brackmore: Mr. Chairman, I am not sure I gather completely the 
purport of the remarks of the honourable member, but my opinion would be 
rather at variance with his. I should like to see this committee go into this 
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matter with the utmost care. It does not matter very much to me how many q 


times it has been gone over by other people. I am not sure that the House 
of Commons needs to concern itself a great deal with evidence taken in another 
place. | 

Mr. Lesact: Is it the rule we have to rise every time we want to say a ~ 
word? 

The CuarrMan: It has been the practice in this committee, but I am entirely — 
in the hands of the committee. I think perhaps it leads to a more orderly 
procedure. ; 

Mr. MacNavacur: I think that the point raised by Mr. Harris can be very 
well disposed of if you have a steering committee. I think it is hardly fair to 
put the question to you today without having a steering committee to help. 
you make that decision. I mean as to how we will proceed. I think if w 
have that steering committee it will satisfy Mr. Harris’ demands. . 


Mr. Fiemine: May I say a word in support of the statement made by 
Mr. MacNaught. Of course, we are all concerned about the matter of time. 
I do not know how many of us—certainly I am not one of them—came here 
- tonight expecting there was going to be a formal sitting of the committee. I 
for one had assumed the committee would follow the usual practice of com- 
mittees, and the practice followed by this comittee in other sessions, of having 
an organization meeting which would really do little more than appoint a 
steering committee. The steering committee would survey the task to be done, 
the witnesses to be called, and the sittings to be arranged. The steering com- 
mittee, having conferred on that, would then report to the main committee and 
arrangements would then be made to proceed. 

The departure tonight is in this respect, as I see it, that before a steering 
committee has been appointed and has done that ground work we have been 
summoned and are asked to go right into this question tonight and to hear 
witnesses, witnesses for whom I do not suppose we are prepared. For my part 
I had no intimation at all these witnesses were going to be called tonight. 
If 1 had had there is certain preparation I should have liked to have made, 
the kind of preparation that will in the end expedite the proceedings. 

Therefore my suggestion is that tonight we should appoint the steering 
committee. The steering committee should then go to work to map out the 
task before us, and the kind of sittings we should have and the order in which 
we propose to call the witnesses. I think beyond that it is not fair to ask 
the committee to go at this particular stage. If you say, “Well, we are all. 
here. Why do we not sit here for an hour or so”, I think the answer to that 
one is that I do not think you will save time in the long run by doing that 
because many have come unprepared. The second thing is there is an important 
debate downstairs, and in the third place apparently we are to have only one 
meeting before Easter, and we will probably just cover the same ground at 
the next meeting as we will spend time on covering tonight. I do not say any- 
thing I have said in criticism of what has been done but I hope in the expecta- 
tion it will save your time in the long run and contribute to more orderly 
treatment of our task. 

Mr. JAENICKE: I agree with what has been said but as to Mr. McKinnon 
speaking to us tonight, if we are not going to meet again until after Easter, 
it might be well to have a short statement from him. We do not have to 
cross-examine him. It is not a question of cross-examining him at all. I 
should like to know what it is all about. I have read the treaty, and I would 
have a lot of questions to ask. I do not know whether that question would 
have to be asked of Mr. McKinnon but we will find that out as we proceed. 
I think a short statement by Mr. McKinnon without any examination or cross- 
examination would be of help to us in the way of allowing us to prepare — 
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ourselves during the Easter recess. Of course we should also attend to the 


other matter referred to by Mr. Fleming, that is that a steering committee 


- should be appointed. I do think however that we should have a short state- 
- ment from Mr. McKinnon, who will no doubt be called back again for the 
- purpose of answering more questions. 


Mr. Marauis: If I may say a word, I entirely agree with Mr. Jaenicke. I 
think the witness is supposed to submit a brief to the members of the committee 
and I would like.to have the brief. We could look at it during the recess. I am 
not sure, however, whether there is a brief or whether it is only a statement. 

Mr. Lesace: Well, it will be printed in the record anyway. 


Mr. Hazmn: I would like to know the terms of reference of this committee 
if there are such. In other words I would like to know what this committee has 
to do. J rather agree with Mr. Harris that we should know what the committee’s 
duties are and I do not see how the steering committee can go ahead unless its 
members also know those duties. I think the members of the full committee 
should know the situation as well, and I agree with Mr. Jaenicke and the 
other gentlemen who said we should hear Mr. McKinnon tenight. I would say 
again that I would just like to know what -our duties are. 

Mr. Timmins: The point raised by Mr. Harris had to do:with what was 
being done in other countries. Now from press releases which I have seen I 
think that in the United States this matter of the Geneva Treaties is more or 
less a dead issue until after the presidential election. I may be wrong in that 
and I think, if Mr. McKinnon were to spéak tonight, it would have a consider- 
able difference on how fast we move. We should know whether we are racing 


against time or whether, as a matter of fact, the United States is not going 


to deal with those treaties until well on in 1948. 


Mr. Fuuton: Before we go any further, would the chairman please do me 
the favour of telling me what we are supposed to be talking about. The chairman 
asked if there were any other members of the committee who wanted to speak 
and I imagine there are a lot of us who could say something which would be of 
assistance if we knew what we were discussing. 

The CHAIRMAN: As the members of the committee know the resolution 
which appeared under the name of the Prime Minister is as follows:— 


That it is expedient that Parliament do approve the General Agree- 
ment on Tariffs and Trade; including the Protocol of Provisional Applica- 
tion thereof, annexed to the Final Act of the Second Session of the 
Preparatory Committee of the United Nations Conference on Trade and 
Employment held at Geneva from April 10 to October 30, 1947, together 
with the complementary agreement of October 30,1947, between Canada 
and the United States of America; that the House do approve the same, 
subject to the legislation required in order to give effect to the provisions 
thereof. 


That is the wording of the resolution which appeared on the order paper 
in the name of the Prime Minister. 
Our order of reference is dated Friday, March 12, 1948:— 


That the subject-matter of the General Agreement on Tariffs and 
Trade, including the Protocol of Provisional Application thereof, together 
with the complementary agreement of October 30, 1947, between Canada 
and the United States of America, be referred to the Banking and 
Commerce Committee. 


That is our order of reference. 
Mr. Fraspr: Mr. Chairman, are we not allowed to change anything? 
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The CHAIRMAN: If I may say a w ord I will just deal with the nine which 
have been raised and then if there is any further discussion, I am entirely im 
the hands of the committee of course. Reading the order of reference and 
hearing what was said I felt that the members of this committee would come 


here exactly as I find they are here, with some doubts and with considerable - 


lack of knowledge as to what our reference is all about. On that account I 
thought it would be well if the committee were to have a general statement from 
Mr. Hector McKinnon and that the committee should reserve any questions 
or any discussion on that statement and we would stop there. Having had a 
general resume or a bird’s-eye view of our task, we would appoint a steering 
cimmittee which I would suggest be of the usual size, that is three members 
from the government side, two from the Progressive Conservatives, and one 
from each of the other parties. The steering committee would then meet and 
would decide just what order we should adopt in taking this matter up, what 
witnesses should be called, and to what extent we should go into detail on the 
individual tariff items. I felt that a report from the steering committee to the 
general committee would be helpful in that regard. Now as to the other questions 
asked by Mr. Harris, namely the position of those agreements in respect to other 
countries, that information would of course also be obtained and made available 
to the committee. In regard to Mr. Harris’ comments that the Senate had 
already heard some of the evidence and that evidence is printed and available 
tous, I do think—and I hope that Mr. Harris will reconsider his view in that 
regard—the matter is of such importance that this committtee should not be 


content to go on the work of some other body and that the members of this 
committee will want to hear witnesses themselves. That is where I stand, but 


T am entirely in your hands. 


Mr. Fremine: May I ask a question? How long is it expected that Mr. 


Mckinnon’s statement will take, if there are to be no questions asked? 

The Cuairman: Not over half an hour. 

Mr. Mckrnnon: I think the members of this committee who have known 
me around Ottawa for the last quarter of a century would be the first to realize 
I am not lkely to come here with a prepared statement. I am not the type of 
civil servant who thinks it his duty or his privilege to appear as an advocate 
of any particular type of legislation. I came specifically to answer questions 
and our small group, Mr. Deutsch, Mr. Kemp and myself, who were charged 
with the responsibility of negotiating the agreements at Geneva, rather welcomed, 
sir, the idea of a committee of this type as compared with the formal proceed- 
ings in the committee of ways and means through which we have gone in other 
years. It is an advantage that the members of the committee ‘can ask questions 
directly from the official concerned and receive a direct reply. I certainly have 


no prepared statement of any kind, sir. I come in the character of a witness. 


in court who is supposed to answer questions. If it would help the committee, 
and .if it would not delay its work, 1 am quite willing to give a brief sketch of 


the inception of the whole idea of multi-lateral trade agreements, the various. 
stages through which they passed, what was done at the different conferences, — 


what was finally effected at Geneva, and which is now brought home for rati- 
fication or’rejection by parliament in its wisdom. JI am quite prepared to do 
anything the committee wishes me to do. | 

The CHarrMAN: Would it be satisfactory to have a general statement, then? 


Mr. Fuemine: If Mr. McKinnon’s statement is going to be brief then we 


would probably take more time talking about whether he should give it than | 


we would in hearing it. May I suggest we hear this brief and interrupted state- 
ment of Mr. McKinnon, then appoint a steering committee, and then adjourn. 
We will not have questions or discussions on the statement. 


Mr. McKinnon: I will attempt to be as brief as the committee wishes. 
~~ Mr. Cuatrmsn: Do not hurry. 
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Mr. McKinnon: J think all the members of the committee will recall that 
the first suggestion that was made in connection with multi-lateral trade agree- 
ments among as many nations as could see their way clear to entering into such 
agreements, came about very early in the war. It was referred to, if I remember 
correctly, in very general terms in the Atlantic Charter. It was referred to again 
in connection with the lend lease agreements. It was referred to again in con- 
nection with the negotiations between the United Kingdom and the United States 
in connection with the British loan. 

At least three or four years ago, proposals which were called proposals, were 
put out under the aegis of the United States and the United Kingdom. These, 
at the time, were published in Canada. My recollection, Mr. Deutsch, is that 
they were tabled in the House and the Prime Minister made a brief statement 
~ about them, merely remarking that he thought they represented something in 
which Canada would have a very real and genuine interest arising out of her 
great prominence as a world trader, her tremendous export trade and her general 
desire to see anything done in that respect which might lead to a reduction of 
tariff barriers and the ehmination of discriminatory practices of one kind and 
. another. 

A number of rather informal conferences were held in 1948, in 1944 and 
1945. Each one of us attended some or all of these conferences which were in 
Washington and in London. At that point, the idea was taken over by the 
United Nations and, under the aegis of the United Nations, was advanced another 
step. 

The first session of what was called the Preparatory Committee for Inter- 
national Trade Conferences was summoned in London in February of 1946. We 
attended that. At that conference, in addition to the rather general proposals, 
as they were called, we were presented with what was called a draft charter for 
an International trade organization. This draft charter was the work of the 
United States government, on the executive side.. It was purely on the official 
level, but the United States did go ahead in an effort to get something on paper’ 
which could-be discussed. 

We spent a couple of months in the fall of 1946 at that first conference, Mr. 
Chairman, attempting to hammer out a rough draft, at least, of an international 
trade charter. That was, in turn, referred in 1947 to what was called, the second 
‘sitting or session of the preparatory committee. It was convened in Geneva in 

_ the first week of April, 1947. Again, we were on the delegation which represented 

Canada. There were 23 nations represented as participants in the Geneva dis- 

cussions and a number of other countries were represented through observers 

who were free to attend most of the meetings, but did not take actual part in the 
negotiations. 

The negotiations at Geneva, which lasted for about eight months, fell into 
two quite separate but related divisions. The first section had to do with the 
‘charter which is, in short, an attempt to make a code of international conduct in 
respect to trade and commerce. The second part of the work of the committee 
had to do with the actual negotiating of tariff arrangements among the various 
nations represented at Geneva. Mr. Deutsch, who is sitting on my right, from | 
the Department of Finance, was primarily responsible for the Canadian partici- 
pation with regard to the general code, now called the charter. Largely because 
of my years of experience rather than anything else, I was regarded as the one 
’ in charge of the tariff negotiations. 

} Mr. Deutsch will speak at any length the committee wishes later, sir, with 
regard to what happened the charter. He will, I am sure, make as clear as 
possible how it developed and will then go on to explain what is now being done 
in connection with the charter at the world trade conference, itself, which is at 
present in session in Havana, Cuba. 

As regards my side of ‘it, the tariff negotiations, out of the 23 nations 
represented at Geneva we carried on negotiations with 16. We successfully 
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concluded negotiations with 16. However, only eight of those nations at Geneva 
signed what is called the Protocol of Provisional Application which, in simple 
words, was simply an undertaking by the governments of those eight countries 
to bring the actual tariff changes, provisionally and temporarily into effect on 
the first of January last. In all cases, the agreement itself, including the . 
schedules, will have to be dealt with by the proper legislative authorities of the 
countries concerned. In our case, it has to be ratified by parliament, but the 
actual tariff changes were brought into effect provisionally on the first of January 
and are now in effect. In connection with the point raised by Mr. Harris, I might 
say that is also the situation in the United States. All the reductions were 
brought into effect on the first of January. It is also the case-in the United 
Kingdom. It is the case in respect of ithe three Benelux countries, France, 
Belgium and Luxemboure: 

An Hon. Memper: The Netherlands. 

Mr. McKinnon: I beg your pardon, the Netherlands. Other countries 
- that did not sign the protocol of provisional application: have until June of 1948, 
thait is June of this year, to sign the protocol /bringing the provisions into effect. 
In many cases it was not that there was any unwillingness or reluctance on the 
part of any country to bring them into provisional effect but rather, in. many 
countries, their constitutional practice does not permit bringing them into effect 
by executive action as it didiin our case and that of the United States and Great 
Britain. For instance, I think Norway is a good rlustration. They cannot bring 
them into effect at all until their parliament meets and ratifies the agreement. 

I seem now to have reached a point, Mr. Chairman, where there is not 
- much more to be said by way of general remarks because we have now before us 
the charter, the trade agreement itself, which is simply an abridged’ edition of the 
charter. The idea at Geneva in bringing out an agreement, as distinct from the 
charter, was that all the nations represented there knew that the charter had to 
run the gamut of a very large conference - Havana at which there are nearly 60 
nations instead of the 23 who were at Geneva. Therefore, in order to get on 
with the job and make it possible to bring some of the tariff changes into effect 
provisionally, the nations at Geneva agreed upon the abridged edition of the 
formal charter. It is called a trade agreement and it is included, here, in the 
document called the Final Act, to which all the tariff changes are merely a 
schedule. 

Mr. Chairman, I think at this point, unless you wish me to go on—we could 
talk all night about it. It seems to me some of the members of the committee 
have a perfectly sound point. If there are questions which could be asked ‘now, 
of a general nature, it might expedite the detailed discussion later on. | 

Mr. Micuavp: I should like to ask the witness a question as to whether— 

The CHatrMAN: I think we decided, Mr. Michaud, that tonight we would 
be content with a general statement. JI am sure every member of the committee 
is grateful to Mr. McKinnon for his statement, and we are all now seized with 
a clearer understanding of our task. 

Mr. Lesace: Would it be possible for Mr. McKinnon to give us some idea 
about what the documents before us contain, the meaning of their various parts 
and how best we can proceed to make a study of them over the recess? 


The CHAIRMAN: Would you make a motion to that effect and we will see 
what the committee wants to do? 

Mr. JaenicKke: I think Mr. McKinnon said Mr. Deutsch was the man 
responsible for the drafting of the final act and he would be the one who might 
ceive us a short statement on it. 

The CHatirMAN: Might I know had the committee wants to do now? 

Mr. Lesage: As far as I am concerned, either Mr. McKinnon or ae 
Deutsch might give us an outline 0 on that. 


; 
| 
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The CuatrMANn: I would like the committee to decide now as to where 


we are going. 
Mr. Rinrrer: I would move, Mr. Chairman, that the committee hear Mr. 


Deutsch. 


Mr. Micuaup: I would second that motion, Mr. Chairman. 
The CHAIRMAN: Gentlemen, you have heard the motion. 


Mr. Fiemrine: I thought we were all of one mind long ago, that we were 
going to hear the introductory statement from Mr. McKinnon and that we would 
then appoint the steering committee and let them line the work up. 


Mr. Hazen: Could we not have the introductory statement completed by 
someone telling us what these documents are and.what they contain, and the 
best way to go about examining them? 


The CHarrMAN: We have a motion that we have a general explanation of 
the terms of the treaty, and Mr. Deutsch would be the man who would give that. 
All those in favour of the motion please signify. 

Those opposed? 

I declare the motion carried. 


The CHarrMAN: Mr. Deutsch, please. 


_ Mr. Devutscu: Mr. Chairman, like Mr. McKinnon, I shall try to be very 
brief in this first part of the discussion with the committee and simply try to 
explain what these books are about. JI assume you all have copies of the 
material in front of you and IJ shall in my discussion refer to them and try to 
indicate what these documents are. 

First of all there is the document called the final act. That document contains 

the provisions of the treaty to which Mr. McKinnon has referred, together with 
the protocol of provisional application, the thing called the final act; I shall come 
back to this in a minute; and some supplementary agreements with the United 
States and the United Kingdom. 
, Now, the general form of the document that came out of Geneva was this: 
There was a document similar to this final act which contains the text of the 
general provisions elicited from the International Trade Commission. To these 
books are appended I believe some twenty schedules of tariff rates; there was 
a schedule for each country, and the second document you have before you is 
the schedule pertaining to Canada, Schedule 5. That is the schedule to this main 
document which contains the provision of the trade charter. Every country 
has a schedule; and this schedule like the schedule for Canada which is reprinted 
here as Schedule 5 contains the record of the tariff rates that were bound as a 
result of the negotiations at Geneva. 

If you look at schedule 5, you will see the lst of items taken from our 
tariff. These are the items with the numbers opposite them found in our tariff, 
and at the right are the lowest rates. Opposite each item there are the rates 
which were agreed upon as a result of negotiations, and if this agreement is’ 
ratified Canada will undertake that the rate shown, or that rates against the 
items will not exceed the rates shown on importation into Canada of those items. 


~In other words, these are the rates that are bound if parliament ratifies this 


agreement. 

Mr. JAENICKE: They are all reduced? 

Mr. DeutrscH: Not necessarily, some are reduced from the existing rates, 
others are bindings of the existing rates. 

Mr. JAmNicKn: Are there some increases? 

Mr. DeutscH: No, not shown in here. The schedules for the other twenty 
countries, the other twenty schedules in other words, each of the other countries 
has a similar schedule and in those schedules they show the rates which they 
have bound with regard to the importations from any one of the other coun- 
tries which have signed this agreement. And the rates mentioned in these 
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schedules; for instance, the rates mentioned in the Canadian schedule are ‘tates 
which are aecorded each of the other countries which have signed or will sign ~ 
this agreement; therefore, it is a multilateral agreement, each country has bound 
itself to accord these rates to every other country that has signed the document. 

Mr. Prnarp: I see there is a part which is different from our section of the 
tariff? 


Mr. Drutscu: I was going to elaborate a little further on the specific 
character of our schedule. As you gentlemen know, the Canadian tariff has many 
columns; indeed, I believe Mr. McKinnon says our ‘tariff has at least five columns 
of rates. The columns which are most prominent and most widely applicable 
are the most favoured nation rates which are the rates we accord to other 
countries who accord us most favoured nation treatment, and the British 
preferential rates which are accorded to members of the British Commonwealth; 
and at Geneva we negotiated with ‘countries both with respect of most favoured 
nation-rates and with the United Kingdom with regard to our preferential 
rates and the result that most negotiations are shown in this schedule. The first 
part of the schedule refers to the most favoured nation tariff. That is accorded 
to all countries with whom we have most-favoured nation arrangement. The 
schedule shows the preferential part of this schedule, and in the table are the 
rates accorded to other countries of this commonwealth. And, as I said, we 
negotiated mostly if not entirely with the United Kingdom with ‘respect to that. 
Other countries like the United States have not got a preferential system and 
their schedule simply is a table of most favoured nation rates. 


- Mr: Micuavup: Does not France have some sort of preferential rates for 
trading with her colonies and other countries? : 


Mr. DreutscH: France has, yes. France has some which are more favourable 
to its own territories. The system in France is rather complicated. There are 
a number of French territories which have the same tariff rates as France itself, 
others have different tariffs and in certain cases like the Benelux there are — 
preferential rates between the mother country and the colonies, that is true. 
I was simply trying to distinguish between our country and the United States. 
In the United States they have one column which is similar. In our case we have © 
two, that 1s where we have one section for the most favoured. nation rates and 
the. other for the British preferential rates. 

Mr. Harris: And I believe the United States has a special rate with Cuba 
and possibly the Philippines? 

Mr. DevutscH: Yes, with the Philippines they have special rates which are to — 
disappear over a period of years, and there is a preferential system with Cuba. 
Now, back to the larger document. 

Mr. Fraser: Before you leave that might I ask a question? The way I 
understand it then is that Canada cannot raise her rates higher than what are 
here but they could lower them? 


Mr. Drutscu: That is right, sir. 


Mr. Fraser: Also they can do that without taking the inter up with 
the other countries affected?—am I right on that, can they lower it indiscrimi- 
nately or do they have to lower all tariffs? 


Mr. Deutscu: If they lower them they must supply it to all countries which 
have signed this treaty. I do not wish to get into too much detail on this. We 
are going to get into a great deal of detail if we go on that way. To come back 
to the document, the final Act, that is a collection of different documents—this 
particular print. On page 4 there is something called “Final Act adopted at the 
conclusion of the second session of the Preparatory Committee of the United 
Nations Conference on Trade and Employment”. This final Act simply says 
that these twenty-three nations met at Geneva, they prepared certain documents 
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and in signing this particular final Act shown on page 4 they simply say that 
- these documents are the documents which they prepared; there is no under- 
taking involved in that at all. | 

So that first document is simply an attestation of the documents which are 
prepared, and there is no commitment by governments or anything else involved 
in that particular phase of it. se 

The next document begins on page 6 and is called, “General Agreement on 

_ Tariffs and Trade”. That document contains the provisions of the International 
Trade Charter which the twenty-three nations at Geneva wanted to bring into 
effect among themselves provisionally prior to the end of the world conference 
which is now sitting at Havana. These provisions contain the rules which are 
to govern. international trade between the members who have. signed this 
agreement—a general rule; and they cover such matters. I shall not go into 
detail now because this is a lengthy statement and would take a long time to go 
through; but I shall simply give the highlights only on this particular occasion. 
It contains the rules with regard to most-favoured-nation treatment. For 

‘instance, it spells out the nature of the tariff treatment which these countries 

which have signed this agreement will accord to one another. In other words, 
they will give one another most-favoured-nation treatment; they will not dis- 
criminate between one another and so forth? . | 

Further on there is a section beginning on page 12 which speaks about 
“National treatment on internal taxation and regulation”; and thereon follow 
several sections having to do with various aspects of customs administration 
and the provisions spell out in some detail precisely how nations will treat one 
another with respect to their customs administration. There are certain rules 
set down with regard to admission of goods and the manner in which tariffs 
will be assessed and that sort of thing, and the way in which valuation will be 
made for duty purposes, anti-dumping rules and all that sort of thing. 

Then on page 26 there is a set of provisions beginning under the heading 
“General elimination of quantitative restrictions.” In these provisions rules are 
laid down regarding the use of quotas and prohibitions and invisible trade barriers 
of all kinds—a detailed set of rules set down as to how nations will treat one 
another in the application of quotas and licences and permits and all that sort 

- of thing. Also in this set of provisions there are the detailed rules regarding 
the protection of the balance of payments of the signing countries, the exceptions 
that are allowed in the case of countries which are in balance-of-payment 
difficulties are also spelled out in this section. 

Beginning on page 44 there is a section on subsidies—some very general 

- rules about subsidization of exports and subsidies generally. Right under that on - 
the same page is a statement, “Non-discriminatory treatment on the part of 
state-trading enterprises.” Certain rules are laid down regarding the conduct 
of state-trading enterprises; rules which indicate the manner in which state- 
trading organizations will conduct their trading arrangements with regard to 
international trade. They are mostly rules about non-discrimination. 

Then there is a section on page 46, “Adjustments in connection with economic 
development.” Those are provisions which were inserted at the wish of the 

less industrialized countries, countries which ‘wished to use some protective 
measures in a development of their industries; and certain provisions have been 
written into the charter and into this agreement to facilitate the wishes of 
those countries. 

Then there is following that a miscellaneous set of provisions—I do not 
need to go into all of them in detail—having to do with emergency action, 
general exceptions, security exceptions and consultation. Those are all normal 
provisions in, any agreement of this kind; territorial application, entry into 
ports, etc., and details of that sort. I do not need to go into all that because 
they are more or less normal parts of any agreement. 
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Then there is a series of annexes which are rather detailed. I do not think ~ 
I want to take too much time with those at the present time. © Peete Sie 

Finally, on page 88, there was a document called, “Protocol of provisional 
application of the general agreement on tariffs and trade.” | 

Mr. McKinnon has referred to that protocol. Under this protocol eight of 
the countries—the eight are named here—agreed among themselves at Geneva 
to bring these agreements to the tariff schedules into provisional effect beginning 
on January 1, 1948. Mr. McKinnon has explained that it was not possible for 
all the countries at Geneva to adhere to this protocol because of constitutional . 
procedure; but the eight countries named were able to bring these agreements 
into effect ‘provisionally. That means they are brought into effect in so far as 
the executive branch of the government can bring them into effect; that means 
in so far as legislation in the various countries permits. 
Now, the eight countries named have done so. They have brought these 
agreements into provisional effect. It is purely provisional. Any of these 
countries can withdraw on sixty days’ notice. The agreements under this 
protocol will remain provisionally in effect among the countries named until 
the document is brought finally into effect, and that will take place when 
countries representing 85 per cent of the trade of the twenty-three nations at 
Geneva have ratified these agreements. When that has happened the whole 
agreement becomes final and comes permanently into effect. I said “perman- 
ently.” I mean in so far as the provisions of the agreement are concerned. 
''This agreement is only for ‘three years definite. : 

Then there is on page 92 an agreement between Canada and the United 
States supplementary to the general agreement on tariffs and trade. This note 
on page 92 is simply a note stating that while this agreement is in effect our 
Canadian and American existing trade agreement shall be held in abeyance 
or shall be suspended. It simply suspends the existing agreement while this 
agreement is in effect, and if this agreement, for some reason or other, should 
go out of effect, the existing trade agreement will come back into effect. This 
simply suspends the existing agreement for the time being while this is in 
effect. | | . 
There are some minor notes at the back. I do not think I need to detain © 
the committee with them. Then on page 100 there is finally an exchange of 
notes, or an exchange of letters between Canada and the United Kingdom. The — 
adoption of this agreement required certain modifications in our existing agree- 
ment with the United Kingdom. It, also contains certain undertakings with 
respect to the British preference in the future between us and the United 
Kingdom and these undertakings are spelled out in this exchange of notes 
beginning on page 100. I think, Mr. Chairman, that covers the thing in a general 
way, and is all I need to say at this time. 

The Cuatrman: Thank you. 

Mr. Hazen: What is this? 


The CHAIRMAN: I am coming to that. Would the members of the committee 
now like to have a few minutes’ explanation from Mr. Kemp as to the mimeo- 
graphed memorandum? 


Mr. Kemp: Mr. Chairman, when your committee comes to look into the 
tariff agreements that were made at Geneva, and that are coming up before 
parliament here for consideration you will no doubt wish to ask the questions, 
“What did we give with regard to tariff concessions” and “What did we get 
from other countries?” The question “What did we give” is answered by the 
document mentioned by Mr. Deutsch and Mr. McKinnon. That is schedule 5 
which shows the new rates in the Canadian tariff, but the question “(What did we 
receive’ is a bigger question in a way because there are some 45,000 different 
tariff items which have been covered in the various agreements. 
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Obviously we have not tried to write down all the 45,000 items, but it was 
thought that your committee might be particularly interested in the changes 
that have been made in the United States’ tariff which are likely to be beneficial 
to Canada. This little mimeographed report, which we have had put together 
in rather illegible form, I am afraid, in some instances, covers the principal items 
in the United States’ tariff on which concessions have been made that it was 
thought would be beneficial to Canada. 

The material here is confined to items of whch we exported $50,000 worth 
or more to the United States either in 1939 or in 1946. For all those items the 
document shows the name of the item, the United States’ tariff number, the rate 
as it existed in 1930 under the Smoot Hawley tariff, the rate as it stood in 1946 
before the Geneva Conference, and the rate that was agreed upon at Geneva. 

Finally in the last two columns you will find stated the value of the imports 
from Canada into the United States in 1939 and in 1946, so that you ean form 
some judgment on this basis as to the magnitude of the concessions that were 
made by which it is hoped that Canada will benefit. There are other concessions 
that are not mentioned here. This, for example, does not include the items that 
represent less than $50,000 worth of trade although it may well be that some of 
those items will expand in future and may be more valuable than they have 
been in the past. Similarly this document does not include the items which were 
already duty free in the United States before the Geneva Conference. All those 
items are still duty free, but because there has not been any change in their 
status they are not included here. This is, therefore, just an attempt to indicate 
for you the highlights of what we have received in the tariff of one particular 
country. 

Mr. Futton: I wonder if it would be possible for the department to prepare 
in concise form a statement of the main concessions from other countries in tariff 
reductions of importance to Canada. This covers the United States. There are 
45,000 items. I imagine when you multiply that by all the other countries there 
are more than that. Otherwise we are going to have to look through 19 separate 
tariff schedules, and we would have to know what they were in order to appreciate 
what the reductions mean. Would that be asking.too much? Would it be 
possible to give us a statement of the highlights of the concessions made by other 
countries which will be of importance to Canada? 

Mr. Kemp: That can be done, sir, if you wish it. 

Mr. McKinnon: Apropos that question, the press release that was put oe 
on the 17th of November is just such a statement as the member has asked for 
in that it goes through the whole 45,000 items and picks out the significant ones, 
indicates in almost every instance the old rate and the new rate and attributes 
the concession to the particular country that made it. 

Mr. Fuuron: I have looked through it, and it did occur to me most of the » 
concessions appeared to be concessions made by the United States. It may be 
that is where most of our concessions arise. If so, I will be content. 

Mr. McKinnon: It is done by tariff group, and although the United States 
comes first in almost every instance because they were, by a very great extent 
the chief trading nation with us, you will find under each tariff group subsequent 
paragraphs saying what concessions we get from Benelux in that group of 
commodities, what concessions we get from France, and so on. 

Mr. Fuuton: That is the nearest approach which can be made to the sort 
of thing I am asking for? 

Mr. McKinnon: Yes. It took nearly a week to do that, and it was an 
attempt to condense the concessions we secured from all the countries. 

Mr. Micuavup: I understand Mr. Fulton has a copy of the press release 
issued at the time. 
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The Cuarrman: I will see that all members of the committee have a copy. 

Mr. JAENICKE: Could the department also prepare a similar mimeographed 
sheet of our own tariff reductions that we have made or that we have proposed 
to make in this treaty? 


Mr. McKinnon: We will have for the next sitting a key to be used in con- 7 


nection with schedule 5 which will show you the items, the former rates, both 
British preferential and intermediate, favoured nation, the proposed rates, both 
British preferential and most favoured nation, and the trade. 

Mr. JamnicKE: In the two years, 1939 and 1946?. 

Mr. McKinnon: 1939 and 1946. 

Mr. Timmins: Is there any change we should know Bout now having 
regard to the last pages of this, the final act between ourselves and the United 
Kingdom, that we ought to know about in the meantime? 

The Cuairman: Would you ask that question again? 

Mr. Trumrns: Are there any changes in this arrangement which appears 
in the exchange of notes between Canada oes the United Kingdom since the 
signing of the protocol? 

Mr. McKinnon: No, there have been no changes whatever. 

Mr. Micuaup: Mr. Chairman, Mr. McKinnon and some members of the 
committee have used the term “‘trade.’”’ I should like to ask what is meant by 
that. Does it refer to the other countries which are not included as part of this 

agreement? Reference was made to the most-favoured-nation rate and the 
preferential rate and then trade. 

Mr. JAmNicKE: Imports into Canada. 

Mr. McKinnon: We show the value of the imports into Canada. 

Mr. Micuaup: I am sorry. While I am on my feet I should like to ask 
whether any of the parties to this agreement have ratified it through their 
governments or legislative authorities? 

Mr. Deutscu: Not yet, sir; they are all applying it provisionally at this 
time. 

The CHAIRMAN: Gentlemen, shall we excuse the witnesses and thank them 
for coming? 

Mr. Isnor: I wonder if Mr. Deutsch would tell us whether, under article 
18, Canada is considered as an industrial country? 

Mr. DeutscH: No attempt was made at Geneva to classify the countries. 

Mr. Isnor: I understood you to say there was a special provision made for 
the development of the less industrialized countries. 

Mr. DeutscH: Yes, the less industrialized countries—a number of them 
—regarded themselves as capable of much further development industrially, 
and they wanted some provisions to help them along the road. 

Mr. Isnor: Was Canada placed in that category? 


Mr. DreutscH: No one was placed in any category. It was simply a pro- 
vision any country could use for its purposes but no attempt was made to 
classify the countries. 

The CuHarrmMan: Thank you very much, Mr. McKinnon. 


Now gentlemen, in regard to the Bonemament of the steering committee 
would each of the parties please indicate to me the members they would like 
to have serve on the steering committee. I had in mind that it might be wise 
to convene the steering committee before Easter so that witnesses could have 
proper notice. 


Mr. JAENICKE: Are we not going to appoint the steering conniaen now? 
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The CuHairMANn: My thought was that each party would indicate to me 
the names that.they would like to have serve on the committee. 


Mr. JAmNICKE: Why not do it right now? 

Mr. Fraser: How many are to be on the steering committee? 

The CHarrMAN: My suggestion was that we should have the size of com- 
mittee that we have had before, three from the Liberal party, two from the 

Progressive Conservative party, and one each from the other parties. 

Mr. Marquis: I would move that the steering committee be constituted 
on the basis just suggested by the chairman and that each party recommend 
names of members. 

Mr. Fraser: I would move that the names be handed in sometime tomorrow. 

The CHarMan: The meeting is adjourned. 
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ADDENDUM 


Ottawa, Ontario, 
March 12, 1948. 


G. D. Finuayson, Esq., C.M.G., 
200 Carling Avenue, 
Ottawa, Ontario. 


Dear Mr. FINLAYSON: 

On Thursday, March 11, 1948, the Banking and Commerce Committee of 
the House of Commons held its first meeting of the present session. 

On that occasion, at the suggestion of the Chairman, Mr. Hughes Cleaver, 
concurred in unanimously by the other Members present, I was instructed to 
convey to you an appreciation of the valuable services rendered to the Com- 
mittee by you, and to express the hope that you will be spared many years to 
enjoy your well-earned retirement. 


Yours very truly, 


(signed) A. CHASSE, 7 
Clerk of the Committee on Banking and Commerce. 


Ottawa, Ontario, 
March 17, 1948. 


A. CHAsssE, Esq., 

Senior Committee Clerk, 

Room 443, House of Commons, 
Ottawa. 


Dear Mr. CHassp,— 


I have received with much appreciation your recent letter communicating 
to me the good wishes of the Chairman and Members of the Standing Committee 
on Banking and Commerce of the House of Commons on the occasion of my 
retirement from the public service. 

I have greatly enjoyed the confidence which that Committee has been good 
enough to extend to me and my associates during the many years that we have 
appeared before it, and I would bespeak the continuance of that confidence for 
my successor in office. 


Yours very truly, 


(signed) G. D. FINLAYSON, 
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STANDING COMMITTEE 


ON 


BANKING AND COMMERCE 


MINUTES OF PROCEEDINGS AND EVIDENCE 


Nos2 


Subject-matter of the General Agreement on Tariffs and Trade, 
including the Protocol of Provisional Application thereof, 
together with the Complementary Agreement of 
Se 30, 1947, between Canada and the 
United States of America. 


TUESDAY, APRIL 13, 1948 


WITNESS: 


Mr. J. J. Deutsch, Director of Economic Relations Biv SIgTE, Cad eat 
of Finance. 


“of 


AWA , 

EDMOND CLOUTIER, C.M.G., B.A., wl o, 
PRINTER TO THE KING’S MOST EXCELLEN Mi JESTY? | 
CONTROLLER OF STATIONERY 
1948 


REPORT TO THE HOUSE 
HovusE oF COMMONS, 
WepneEspay, April 14, 1948. 


The Standing Committee on Banking and Commerce begs leave to present 
the following as its 
THIRD REPORT 


On March 11, 1948, your Committee was empowered to print 500 copies 
in English and 200 copies in French of its minutes of proceedings and evidence. 


The demand for the evidence taken on April 18, 1948, will be much in 
excess of 500 English and 200 French. 


Your Committee recommends, therefore, that in respect of the evidence 
taken on the said April 13, 1948, authority be granted to increase the numbers 
of copies from 500 to 2,000 in English and from 200 to 500 in French, and 
that Standing Order 64 be suspended in relation thereto. 


All of which is respectfully submitted. 


HUGHES CLEAVER, 
Chairman. 


Nore.—Concurred in this day. 
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ORDER OF REFERENCE 


WeEpNEspay, 14th April, 1948. 


Ordered,—That the said Committee be granted authority to increase the 
numbers of copies of printed proceedings and evidence of April 13, 1948, 


from 500 to 2,000 in English and from 200 to 500 in French, and that Standing 
Order 64 be suspended in relation thereto. 


Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


MINUTES OF PROCEEDINGS 


Houst or CoMMONS 
Turspay, Aprit 13, 1948. 


: The Standing Committee on Banking and Commerce met this evening at 
_ 8.30 o’clock. Mr. Hughes Cleaver, Chairman, presided. 


Members present: Messrs. Argue, Arsenault, Benidickson, Cleaver, Cété 
(St. John’s-Iberville-Napierville), Dechene, Fleming, Fraser, Fulton, Gour, 
(Russell); Hackett, Hazen, Irvine, Isnor, Jackman, Jutras, Lesage, MacNaught, 
Marquis, Maybank, Michaud, Picard, Pinard, Rinfret, Stewart (Winnipeg N.), 
Thatcher and Timmins. 


- In attendance: Mr. H. B. McKinnon, Chairman of the Tariff Board, Mr. 
W. J. Callaghan, Commissioner of Tariff, Finance Department, Mr. R. Cousineau 
of the Tariff Board, Mr. J. J. Deutsch, Director of the Economic Relations 
Division, Finance Department, Mr. Hubert R. Kemp, Director of Commercial 
Relations Division, Department of Trade and Commerce, Mr A. L. Neal and 
Mr. G. C. Cowper of the Department of Trade and Commerce. 


The Chairman identified the following documents copies of which have 
already been distributed, namely: 

1. Final Act of the Second Session of the Preparatory Committee of the 
United Nations Conference on Trade and Employment held at Geneva 
from April 10 to October 30, 1947. (Treaty Series, 1947, No. 27— 
English and French.) 

2. Schedule V to the General Agreement on Tariffs and Trade. (Treaty 

Series, 1947, No. 27A—English and French.) 

3. Foreign Trade Weekly Publication—Vol. II, November 22, 1947, No. 47, 
published by the Department of Trade and Commerce, including a 
relevant press release of November 17, 1947, found on page 1002. 

4. Imports into the United States from Canada of principal and dutiable 
items on which concessions were obtained under the General Agreement 
on Tariffs and Trade for the calendar years of 1939 and 1946 showing 
rates of duty. 


The Chairman referred particularly to the press release issued on Novem- 
ber 17, 1947, and printed in the Foreign Trade Weekly Publication intituled 
“Multilateral Trade Agreement between Seventeen Countries, etc.” 


On motions of Mr. Timmins, this press release was ordered printed as an 
appendix to this day’s minutes of evidence (See Appendix A). 


Reference was also made to a voluminous document being ‘Principal Tariff 
Concessions Affecting Canadian Products Obtained Through the General Agree- 
ment on Tariffs and Trade.” A motion of Mr. Fleming to print this document 
was deferred. 


Mr. J. J. Deutsch was recalled, heard and examined. 


The witness tabled for distribution copies of a document entituled “Declara- 
tion and Protocols arising out of the First Session of the Contracting Parties held 
at Havana during March 1948.” 
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Reverting to the matter of printing documents tabled, and on motion of — 
Mr. Timmins, it was resolved to print as appendices B and C respectively, the © 
Principal Tariff Concessions and the Declaration and. Protocols both referred | 
to above, and to ask leave to increase to 2,000 in English and 500 in French © 
the number of copies of this day’s minutes of proceedings and evidence. 

At 10.380 o’clock, the Committee adjourned until Thursday, April 15 at 
8.30 p.m. 


ANTONIO PLOUFFE, 
Acting Clerk of the Committee. 


MINUTES OF EVIDENCE 


Housrt or Commons, 
ApriL 13, 1948. 


The Standing Committee on Banking and Commerce met this day at 8.30 
p.m. The Chairman, Mr. Hughes Cleaver, presided. 


The Cuarrman: The members of the committee have already been supplied 
with the final Act of the second session of the preparatory committee of the 
United Nations Conference on Trade and Employment held at Geneva, Schedule 
5 to the General Agreement on Tariffs and Trade, and a copy of the issue of 
November 22, 1947, of the pamphlet “Foreign Trade” which contains the press 
release with respect to these agreements. It has been called to my attention that 
this reprint of the press release is in such fine print as to be practically useless to 
members of the committee. It has been suggested that this should be reprinted 
as an appendix to our minutes of proceedings and evidence. If that is your wish 
would someone so move? 

Mr. Timmins: I will so move. 


The CHarrMAN: It is moved by Mr. Timmins that the article printed in the 
pamphlet “Foreign Trade” under date of November 22, 1947, at page 1002 and 
following headed ‘Multilateral Trade Agreement between Seventeen Countries 
has Wide Application Here” be printed as an appendix to today’s minutes of 
proceedings and evidence of this committee. All those in favour please signify? 
Carried. | 

(See Appendix A) 


Then I have been furnished with a lot of other material late today. I think 
I would rather have the agenda committee pass on it and decide whether we 
should go to the expense of printing it. It is a matter of either printing it or 
having it mimeographed. It will be quite expensive to print it. If the committee 
is willing we will just withhold the decision as to these other documents until the 
agenda committee is able to meet. 

Mr. Fueminec: What are they? 

The CuarrMAN: The bundle I have in my hand is entitled “Principal Tariff 
Concessions affecting Canadian products obtained through the Geneva Agree- 
ments on Tariffs and Trade’. It has been prepared and handed to me by Mr. 
Kemp. 


H. B. McKinnon, Chairman of the Tariff Board, recalled. 


Hubert R. Kemp, Director of Commercial Relations Division, Depart- 
ment of Trade and Commerce, recalled. 


Mr. McKinnon: That is the information the committee asked for the night 
of the organization meeting. It has been all collated and compiled, but Mr. Kemp 
did not like to go ahead and print it because it is a very extensive set of tables. 
If the committee wishes to have it printed we will have in connection with the 
Canadian tariff a corresponding accumulation of data showing the Canadian 
items, the existing rates, the present rate, British preferential and most favoured 
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nation, the proposed rate, British preferential and most favoured nation, and the — 
imports into Canada in years 1939 and 1946. It will be about double the 
size of that if the members of the committee wish to have it printed. 

The Cuairman: What is your wish? 3 

Mr. Fiemtnc: There has been a lot of valuable work put into compiling that. 
It has permanent value. I think it is going to be a sort of foundation for the 
work of this committee. Should it not be printed? 

The CuarrMan: Mr. Fleming moves that this material, the title of which 
I have just read, be printed. All those in favour? 

Mr. Isnor: Just a moment before you carry that. I wonder what the cost 
would be for printing it in the pamphlet ‘Foreign Trade” as compared to 
printing it in our own proceedings. If it is valuable to us it must be valuable 
to the subscribers and those who are making use of foreign trade. We might 
be able to make greater use of it at not very much greater cost— 

Mr. Timmins: As I understand it, at the first meeting we had a schedule 
presented which had to do with the comparison with United States tariffs. 

The CHAIRMAN: Yes. 

Mr. Timmins: Then Mr. Kemp said he would do the same thing in respect 
to the tariffs of other countries. I understand you have got it there before 
you now. 

The CHAIRMAN: Yes. 

Mr. Timmins: I have found amongst business men they thought the compila- 
tion of the tariffs with respect to Canada and the United States was most helpful, 
and I would think these other tariffs would be most useful to us. 

Mr. Kemp: May I say the report which we gave you at the first meeting 
covered only the United States concessions. What is here tonight is the 
United States plus all other countries. On the question of cost we inquired of 
the King’s Printer how much it would cost to get our material out as a separate 
pamphlet, and considering the fact some small portion of it had already been 
set intype. His estimate was about $600. That would apply to the concessions 
we got. I presume Mr. Callaghan’s report on the Canadian tariff would probably 
be about the same size. 

The CHAIRMAN: In view of the point which Mr. Isnor has raised I would 
think that it might be advisable for the committee to consider having a greater 
number printed of this one issue of our minutes of proceedings and evidence. 
If it is to be used for mailing to some additional mailing list I would expect 
that the King’s Printer cost would not be any greater than the cost of printing 
the pamphlet “Foreign Trade’ you have in your hand. If you think this 
information should be made available through a mailing list as well as to the 
committee, then it costs very little more to have two or, three thousand run off 
when your type is already set up. 

Mr. Isnor: That is my point. Perhaps Mr. McKinnon could tell us how 
_valuable that would be to the subscribers to Foreign Trade. It is a very fine 

publication and I believe it might be useful to have this information in it. If 
this information is valuable, which I presume it is, it should be included in 
Foreign Trade. . 

Mr. McKinnon: What is in Foreign Trade is a reprint of the press release 
which was issued on the 17th of November. At the time we distributed copies 
of the press release to all members of both Houses. Foreign Trade is a publica- 
tion of the Department of Trade and Commerce put out primarily I think for 
the use of their representatives in different parts of the world. I am not sure 
we would not find, if the committee wishes to have it reprinted, Mr. Chairman, 
that there are probably still any number of copies of the press release in the 
original form available. As a matter of fact, every member of both Houses 
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got one. The press got them, and they were distributed by the thousands to. 
all inquirers. It might save a very large printing bill if you defer your decision 
until we make sure. 


Mr. Isnor: I think we had better reserve our decision and look into it. 
Mr. Micuavup: Really, that is for the steering committee. 


Mr. Hazen: I think we should reconsider the first resolution. I am not 
clear on this at all. 


The CHAIRMAN: Yes. 

Mr. Hazen: Now, the article which is contained in this issue of November 
22, of Foreign Trade states that it contains a summary of the concessions secured 
by Canada and granted by this dominion to other countries. 

. The CHAIRMAN: Yes. 

Mr. Hazen: That is not set out apparently here. 

The CuarrMan: That is a summary and this is the detail. 

Mr. Hazen: Oh, this is the detail? 

The CHAIRMAN: Yes. 


Mr. Hazen: Is it necessary to reprint this article that appears in the 
November 22 issue again? I do not find it difficult to read myself. 


The CHatrMAN: I think you are very fortunate if you find it easy to read. 
Mr. Lesace: You are very lucky if you find it easy to read. 


The CHArRMAN: How would the committee feel about simply deferring a 
final decision on this matter until the close of the present meeting? Our witnesses 
are here and we perhaps should not keep them waiting while we discuss this. 


Some Hon. Memprrs: Agreed. 3 
Mr. Marautis: The whole matter will be deferred. 


The CHatRMAN: We will leave it over until the end of the meeting. 
We have for our witness tonight Mr. Deutsch, who will give evidence 
particularly in regard to the terms of the agreement. 


J. J. Deutsch, Director, Economic Relations Division, Department of 
Finance, called. 


The Wrrness: Mr. Chairman and gentlemen: Before proceeding with the 
agreement it might be useful to the committee if I explain what happened at 
Havana with regard to this agreement which is now before the committee. As 
you know, the purpose:of the Havana conference was to prepare a charter for 
an international trade organization. At Geneva the draft of such a charter was 
prepared. The draft was taken as a basis of discussion. at Havana. As a result 
of the conference a document was prepared called a charter for an international 
organization. That charter is now being submitted to the parliaments of the 
various countries which attended at Havana and if approved by those parlia- 
ments the governments will ratify, and in due course if enough ratifications are 
submitted the charter will come into force. It is not expected that this charter 
will come into force before the middle of 1949, at the earliest. It provides that 
it shall come into force when half of the countries that signed the final act of 
Havana have submitted ratifications, and if one year after that less than half 
of them have submitted ratifications then the charter will come into force as soon 
as 20 countries have submitted ratifications. In any event this process will take 
until the middle of 1949. And so while the charter is ready and prepared it will 
not be effective for at least another year or a year and a half. 
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As you will recall from reading the Geneva agreements, there is an article 
which states that the corresponding provisions of the charter will replace the 
similar provisions in the Geneva agreement when the charter comes into force. 
I think we explained earlier that the general provisions of this agreement contain 


the bulk of the commercial policy provisions of the charter; but since these - 


provisions of the Geneva agreement were taken from the draft of the charter it 
was subject to change at Havana. There had to be some provision for the substi- 
tution of the final provisions of the charter for the ones which were put into 
the Geneva agreement. Now that the charter is finished we know what the final 
form of these general agreement provisions will be. At Havana the nations 
included all the countries who signed the Geneva agreement and therefore while 
they were there they considered this question regarding the replacement of the 
existing provisions of the agreement by the new provisions of the charter where 
they were appropriate. A clause in the agreement, as you know, states that 
supercession shall take place unless some country objects. Any country could 
object to the supercession. At Havana the countries that signed the general 
agreement provisionally decided to make a declaration stating that they will 
not object to the supercession of the corresponding provisions of the agreement 
by the new provisions in the charter. That declaration was signed by all the 
countries signatory to the general agreement at Geneva, with the exception of 
Australia. There were a number of reasons why Australia abstained from signing 
the declaration but it is not expected when the time comes for the supercession 
that Australia will objeet. Therefore, the provisions of the agreement will be 
replaced by the provisions of the charter, and as soon as the charter has been 
signed by the various countries. — 


By Mr. Lesage: 


Q. Were there any material changes?—-A. There are a number. 

Q. I mean, material changes?—A. I would say there are a number of 
material changes, and I will try to give you a very brief description of them 
this evening. . 

Mr. Timmins: May I ask you one question? There are only 8 nations 
which signed originally at Geneva? | 

The Wrirness: That is right. 

Mr. Timmins: Could other countries which came in at Havana, and quite 
a number of other countries did come in there; could they supersede the eight 
original countries? 

The Witness: That agreed to? 

Mr. Timmins: Agreed to. 

The Witness: They could if the eight original countries agreed, and they 
did. To come back to what I said earlier there was always a provision in the 
agreement stating when the charter is finished and comes into force the corres- 
.ponding provisions of the charter should replace the same provisions in the 
general agreement, unless someone objects. 

Mr. Marautis: One is sufficient. 

The Wirness: One is sufficient, yes. If one objects they have to discuss 
the matter among the countries that have signed the Geneva Agreement to see 
what solution they can arrive at. There was no rule stated as to the majority 
of votes deciding the issue, but it was simply left that they should discuss it and 
come to some agreement. At Havana, the countries which signed the agreement 
also signed the declaration stating they would not raise any objection. Australia, 
however, did not sign the declaration for some particular reasons into which I need 
not go at the moment. 


The CHAIRMAN: Would you give the committee the article number? 


be ie 
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The Wirness: The article that provides for the supersession? 
The CHAIRMAN: Yes. 


The Wirness: On page 64 of the Geneva Agreement, the document you 
have before you, there is an article, No. 29, entitled “Relation of this agreement 
to the charter for an international trade organization.” It discusses the relation 
of this agreement to the charter and in that article it explains that when the 
charter comes into force the relevant provisions in the charter will automatically 
replace the corresponding provisions in the agreement, providing no one objects. 
Therefore, in order to see the agreement as it will be when it comes into force 
finally one must have regard to the clauses in the charter which will replace 
the corresponding clauses in this agreement. ‘This supersession, however, will 
- not take place until the charter comes into force and I have explained earlier 
the charter is not expected to come into force until at least the middle of next 
year. In the meantime this agreement will be in force in its present form. 


Mr. Marauts: Since when has it been in force? 


The Wirness: Since the Ist of January. It is in force now, provisionally, 
and it will remain in force in its present form until the charter comes into force 
and supersession takes place. 


Mr. Isnor: What is the shortest period of time before the general agreement 
or rather the charter can come into force? 


The Witness: For short reference I have peered to this Geneva document 
as the general agreement, and the other document I have referred to as the 
charter so I will distinguish the two by using those terms. 


Mr. Isnor: Yes, well I am referring to the charter. 


The Wirness: The charter will come into force sixty days after at least 
one-half of the countries have ratified it and that ratification is not expected to 
~ happen for another year and a half. 


“i 


Mr. Micuaup: What happens if half the countires do not ratify it? 


The Wirness: If half the countries do not ratify it at the end of one year 
from the date of signature of the said final act, namely the document signed 
at the conclusion of he conference in Havana— 


Mr. Corr: When was the document signed? 


The Wirness: On March 25, I believe. It does not enter into force in 
accordance with the provisions of subparagraph (a), namely the provision 
requiring one-half then it comes into force ‘‘on the sixtieth day following the 
day on which the number of governments represented at the conference in 
Havana have deposited instruments in accordance with the agreement hereby 
shall have reached twenty.” In other words after one year has elapsed and 
half the governments have not submitted ratification then it will come into 
force sixty days after twenty governments have submitted ratification. 


By Mr. Lesage: 


Q. Do you not think that is what is going to happen? You say it is going 
to take a year and a half before half of the countries have signed?—A. Well 
the forecast I am making here is based upon the consensus of opinion among 
the countries at Havana as to how quickly the various governments can act, 
and the general consensus of opinion was that it would take about a year and 
a half. 

Q. How many countries did sign?—A. I believe fifty or fifty-one. 


Mr. Marquis: Czechoslovakia was among those who signed the agree- 
ment? 
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The Witness: Czechoslovakia was among the fifty-one that siohed the final 
act at Havana. Poland was not signatory. Poland was at Havana but it did 
not sign. : 

Mr. Marauis: Is it only satellite of Russia? 

The Wirness: Czechoslovakia is the only eastern European country that 
signed the final act. Therefore the point of this is that until the charter does 
come into force the Geneva Agreement, the general agreement, will remain in 
force in its present form. Therefore it is a separate document by itself during 
this period. 


By Mr. Timmins: 
Q. Right now there are just cight nations carrying on under the Geneva 
-Agreement?—A. Nine. There were eight original countries and since then Cuba 
has signed. 

Q. Do you expect the other countries will, one by one come in under the 
provisional arrangements?—A. Yes, we expect some countries will come into 


this Geneva Agreement between now and next year. How many countries will, 


come in we do not know, but we expect to have some. Up to the moment we 
have not received enough copies of the charter to distribute it to the members 
of the committee. We have been trying urgently to get more copies but we 
have not succeeded. As soon as we obtain them we shall see that the members 
of the committee have copies. | 


By Mr. Hackett: 

Q. I suppose as yet no country has ratified? There has not been time 
since the 25th of March‘ untry has ratified the charter, and no 
country has ratified the general agreement. The signatures so far are only 
for provisional application and they have only been signed by the executives 
of the various governments. There has been no approval iby the Bee a of 
these countries. 

Q. Did you say that fifty-one countries or only eight countries had signed 
the general agreement?—A. The general agreement was signed at Geneva and 
at that conference there were only eighteen countries. 

~ Q. Eighteen?’—A. And of those eighteen countries eight brought it into 
provisional effect. Since then Cuba has brought it into provisional effect, making 
a total of nine countries. 

@. The seventeen remain signatories? 
to later application. 


By Mr. Lesage: 


Q. Because they had to obtain constitutional powers from their respective 
countries? —A. That is right. The reason only eight countries signed for 
provisional: application at Geneva was that the other governments were not 
able to bring it into effect provisionally by executive action. Many of them 
had to go to their parliaments and there was not time to do that. In the case 
of Canada, the United Kingdom, Australia and so on, the government has 
executive power to bring it into effect provisionally and that is what was done. 

In our case the government has power under the Customs Act to make 
reciprocal trade arrangements and it is under that power our government brought 
this agreement into effect. 


A. They remain signatories subject 


By Mr. Hackett: 


Q. What other countries brought it into effect?—A. Canada, the United 
States, the United Kingdom, Australia, France, Holland, Belgium, ‘Luxembourg 
and now Cuba. 
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By Mr. Lesage: 


Q. Under the executive power Canada could not inerease the rates, but 
could reduce them?—A. That is quite right. By executive power the govern- 
ment can only reduce tariffs, they cannot raise tariffs. 


. By Mr. Fleming: 
3 Q. Were any changes made in the Canadian tariffs by bringing the charter 
into effect in this way?—-A. Not the charter, the general agreement. 

Q. I thought we were speaking a moment ago about the charter. I may 
have misunderstood you, but I thought the powers given to the executive under 
the Customs Act had been used at Havana?—A. Not Havana, sir, at Geneva. 
In other words, they brought the general agreement into provisional effect 
including reductions in tariffs which were negotiated at Geneva. 

@. Your remarks applied only to the general agreement, not the charter? 
—A. Not the charter; the charter is in no way in effect. The Canadian delega- 
tion, In signing at Havana, merely said, ‘‘We were at Havana; we prepared a 
document and we attest that this is the document that we prepared”: that is 
all the signature at Havana means. 

Q. Were you at Havana?—A. I was there for a period of time, but I was 
not there throughout the conference. 

@. Who were the Canadian delegates at Havana?—A. The Canadian 
delegation was headed by Mr. Wilgress, formerly the Deputy Minister of Trade 
and ‘Commerce and now the minister to Switzerland. He headed the delegation 
at. Havana. 


By Mr. Lesage: 
Q. Both at Geneva and Havana?—A. That is right. 


By Mr. Fleming: 

Q. Who were the senior advisers, any of the gentlemen who are with us 
tonight?—A. None of these ventlemen were there. The advisers were Mr. 
Hebert, formerly a member of the tariff board; Mr. Couillard, Department of 
Trade and Commerce and Mr. Neil Perry, of the Department of Finance. 


By Mr. Pinard: 


@. Mr. Couillard had been in Geneva?—A. That is right, sir. Those men 
were the principal advisers. 


By Mr. Jackman: 

Q. Under what agreement did the government reimpose the Empire 
preference tariffs? They were suspended during the war years in order to allow 
British imports to come into the country. How were they reimposed, under 
the Geneva agreement or how?—A. The restoration of those British preferential 
rates which were suspended during the war had nothing whatever to do with, 
and were not the result of this agreement. Provision was made for that in the 
Act under which they were reduced, the Foreign Exchange Conservation Act, 
as I believe it was called. It contained a provision which stated, with the cessa- 
tion of hostilities the tariffs would be restored to their original level. The 
restoration occured automatically under that Act, by the terms of the Act itself. 

Q. I suppose there were no other alterations in the tariffs against the 
various countries which took place under the Foreign Exchange Control Act, 
were there?—A. No, as I recall now, it concerned the British preferential rate. 
Of course, there were other reductions during the war on a temporay basis. 
In order to aid the acquisition of scarce supplies during the war, a number of 
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farrifts were suspended temporarily. They have, by and large, all been put 
back. There were about 200 reductions, I believe, and there are about 50 still 
outstanding. 


By Mr. Hackett: 

Q. Could Mr. Deutsch say what number of commodities were withdrawn 
from discussion by the United States and what was the basis of the list of 
articles which were not subject to discussion concerning tariff arrangements 
affecting Canada?—A. I do not know whether Mr. Kemp could answer that 
question. Mr. Kemp might explain the basis upon which the United States 
negotiated, and I think that will answer your question, sir. 

Mr. Trmmins: Ought we not to finish with one subject, first? 

The Witness: We are getting off on another subject, here. I do not know 
what the committee wishes. 

Mr. Hacxert: I am quite willing to suspend my question. 

The CuarrMan: I wonder if the committee would care to have Mr. Deutsch 
outline the more important changes in the-charter entered into at Havana as 
they would affect the agreement. 

Mr. Trmmrins: Including matters of principle. 

Mr. Hackett: I think it is a matter of principle—I am not insisting upon 
my question,—to know roughly what proportion of items subject to tariff were 
withdrawn by the United States before it entered the conference. 

The CuarrmMan: And the reasons; I have made a note of that, Mr. Hackett. 

Mr. Hackett: Thank you. 


The Witness: Mr. Kemp is in a position to explain that. What I had 
intended to do was to bring the committee up to date on the status of this 
agreement. I have already explained why there would be changes and now 
I wish to go into some of the changes which were made at Havana. 


By Mr. Isnor: 


@. Before the witness proceeds, in order that I may have a clear picture, 
I understand we are dealing now with the Geneva agreement?—A. That is 
right, sir. 
Q. It has nothing to do with the charter. At present, let us forget the 
charter. : 


Mr. Trvmins: He is coming to that. 
Mr. Isnor: For the moment— 


The Cuairman: If you do not mind, Mr. Isnor, as I understand the witness, 
the charter is a new arrangement and the witness is now going to explain to 
the committee the salient changes which the coming into effect of the charter 
will cause to the terms of the Geneva agreement. 


Mr. Isnor: My first question hinges on the second; which will it be 
necessary for parliament to ratify? 


The Witness: At this stage, I understand it is the governmen’ts intention 
to ratify the Geneva agreement. 


Mr. Isnor: It is for that reason I was asking and, if that is so, why should 
it not be stated? 


The CuHairman: I take it the reason why we should not is this; this country 
is already committed to the Havana charter by having filed notice that it will 
not contest or it will approve of the Havana changes to the Geneva agreement. 
Is that not right? 
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The Wirness: I should explain that more carefully. I am sorry this is 
so complicated. It is terribly complicated. Many things have been responsible 
for creating this complexity. We are not responsible, but there it is and we 
have to deal with it. 


'Mr. Lesage: Should you not explain a little more fully that the agreement 
was part of the original draft charter? It is part of the original draft charter, 
is it not? There was a draft charter at Geneva. Would you start from there, 
please? 


The Wrrness: All right, I will start from the beginning again. I quite 
appreciate the difficulties which the members of the Committee have. It is a 


_ very complicated business into which we have fallen by a series of processes, 


all of which are understandable, but the result is very confusing. 

At Geneva, two things were done. One was the negotiation of tariff 
reductions between the 17 countries which were present at Geneva. Each one 
of the 17 countries negotiated with each one of the others, agreements between 
themselves to reduce tariffs and the results of those negotiations are contained 
in a schedule to this agreement. In that schedule each country has written 
down the tariff treatment which it will accord to each of the other countries. 


By Mr. Marquis: 
@. Each country negotiated with the 16 other countries?—A. That is right. 


By Mr. Michaud: 
Q. Separately ?—A. In pairs. 


The CHARMAN: I wonder, gentlemen, if it would not be better if the witness 
were permitted to make his explanation. The members of the committee could 
make a note of their questions and ask them after the witness has completed 
his statement. These interruptions break the continuity. 


The Witness: Each one of the seventeen negotiated with each one of the 
others in pairs of two. There were altogether, therefore, some 100—I believe 
108 or 112 separate negotiators. If you take the permutations and combinations 
you can figure it out algebraically. You have 100 or more negotiations and 
the result of those negotiations were stated in the form of schedules which are 
attached to this agreement. 


Mr. Hazen: The general agreement? 


The Witness: Yes. Each country shows a schedule and on that schedule 
is stated the various commodities on one side and the tariff rates which that 
country will apply to the imports of goods from each of the other countries. 

Those rates are bound for the period of this agreement and the individual 
countries cannot raise those rates in applying duties against the other imports 
of the other countries, or rather to the members of this club. The Canadian 
schedule is schedule 5, which has been distributed to members of the committee. 

Every other of the seventeen countries has a similar schedule in which they 
state the tariff treatment which they will accord for the specific commodities 
from each one of the other countries. 


Mr. Hacxerr: The same for everybody. 


The Wirness: The same for everybody. It is the most favoured nation 
rule. The negotiation of those tariffs and the agreement to those schedules— 
that was one phase of the work. 

In order to make these tariff bindings effective to nations which agreed 
to bring those tariff bindings into effect, it was necessary for them to agree 
to certain rules with respect to other matters that might affect the importation 
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of goods; because the schedules only state the tariff rates; but there are such 
questions as these: What customs treatment is to be given? How are customs 
to be administered? 

Because clearly you can put all sorts of impediments in the way of imports 
through the machinery of customs administration. Similarly, you could effect 
the importation of goods by the application of quantitative restrictions of all 
kinds. In other words, you could use a permit system and quotas and things 
of that kind. These devices could very materially affect the flow of trade— 
there are a whole series of things that countries could do that could overcome 
or could nullify the tariff reductions—obviously. So, in order to make those 
tariff reductions effective there had to be agreement on a series of rules— 
rules regarding the treatment of foreign trade. , 

It was decided to draw up an agreement which contains the rules by which 


all will abide in treating one another’s goods, in addition to the specific tariff ~ 


treatment agreed upon; because tariff treatment alone does not cover the 
situation. Now, as I said, the negotiation for tariffs was one of the main jobs. 
The other phase of their work was the preparation of a draft charter. The 
draft charter was to be a document which contains all the rules regarding the 
conduct of foreign trade. It was simply a draft; it was a draft which was to 
be prepared for submission to the world conference. When the world conference 
met, of course, it would not have been very fruitful simply to have called fifty 
nations together and said, ‘Let us have a body of rules.” You had to have 
something to talk about. You had to have an agenda. You had to have 
proposals to discuss. And, therefore, the job of the nations at Geneva was to 
prepare a set of proposals, to prepare a draft. 
Mr. Hazen: Is that what you call the general agreement? 


The Witness: I am coming to that.. They prepared this draft agreement 
which was going to be submitted to Havana as the basis of discussion. 
The countries at Geneva said, “Let us take the rules we put into the draft 
charter, and among ourselves—the countries which signed at Geneva—let us 
take those rules which are now in the draft charter and bring them into effect 
as between us.” The compliation of rules which they agreed to take out of 
the draft charter, plus the schedules, constitute the Geneva agreement. 


The Cuairman: And knowing that the world conference would make some 
changes, undoubtedly, then by article 29 in the Geneva agreement, the machi- 
nery was provided for incorporating the charter into the Geneva agreement? 


The Wirness: That is right. The Chairman has explained that since we 
took the rules out of the draft charter, which was the draft charter being later 
submitted to a world conference, and the world conference might change some 
of those rules, there had to be a clause in the Geneva agreement which said 
that when the rules are finally adopted there shall be provision for the substi- 
tution of the final rules for the draft—rules that we put into the Geneva agree- 
ment—and that is how we arrived at this situation that there shall be a sub- 
stitution of a number of the rules in the Geneva agreement by the final rules 
in the charter. 


The CHairMAN: The said paragraph 3 of article 29 provides that those 


new rules or any altered rules at Havana cannot be compulsorily forced upon 
the contracting parties at Geneva without. unanimous consent. 


The Witness: Yes. So we arrive back at the situation stated earlier that 
the countries which signed the Geneva agreement, who were at Havana and 
have said, ‘We have signed the final rules; we have been here and discussed 
them; and we declare right now that we will raise no objection to the sub- 
stitution of the final rules for the draft rules in the Geneva agreement— 


The CHAIRMAN: Excepting Australia. 


: 
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The Witness: All, excepting Australia, stated they would not raise an 


objections. , 


The CHatrMaAn: Are there any questions, gentlemen? 
Mr. Timmins: What new principle was evolved out of Hanava? 
The Witness: Now, if you like, I can go on to the principal changes that 


_ were made. 


The CHAIRMAN: Yes, do that. 


The Witness: One of the principal changes that were made at Havana 
that affect the general agreement at the present time are the rules having to 
do with the balance of payments. Article 13 is the article on page 32, under 
which nations undertook not to discriminate in the application of restrictions 


on trade from other members. 


The CuatrmMan: And what change did Havana make? 


The Witness: Article 14 contains the exceptions to the rule of non-discri- 
mination. Certain exceptions were allowed to this general undertaking not to 
discriminate. The exceptions have to do with balance of payment difficulties. 

As you know the agreement provides that when a country gets into balance 
of payment difficulties, and there are certain procedures have to be gone through 
to determine whether the country is in such difficulties, that country may control 
its imports by means of quantitative restrictions. Under article 13 those quan- 
titative restrictions have to be non-discriminatory, but there are certain excep- 
tions allowed to that situation. The exceptions are stated in article 14. The 
exceptions to non-discrimination are allowed particularly to take care of the 
peculiar difficulties in, which the world is at the present time and, recognizing 
the disjointed condition of world trade at the moment and the shortage of 
United States dollars all over the world and the lack of convertibility of 
currencies, that the rule of non-discrimination might be frustating to the revival 
of world trade. Under conditions such as the present many countries argued that 
it is possible to achieve a larger level of trade under certain types of discrimina- 
tion. Therefore provision was made that discriminatory restrictions might be 
employed where it can be shown that with discrimination a larger volume of 
trade can be achieved than without it. 


By Mr. Benidickson: 

@. Can you give us an example?—A. Yes. This is an example that was used 
pretty generally. If a country holds inconvertible currency it could enjoy more 
imports if it could use that inconvertible currency than if it could not. Let me 
put that in concrete terms. Suppose the United Kingdom—I am using it as an 
example, not as an actual case—held Danish crowns. Let us say it had accumu- 
lated Danish crowns, Danish crowns which are inconvertible. In other words, 
those Danish crowns could not be sold on the exchange market for United 
States dollars or gold. They are inconvertible. Suppose the United Kingdom 
holds these Danish crowns and has an ample supply of such. crowns, more than 
it could readily use. Suppose that the United Kingdom is in balance of pay- 
ment difficulties and applies quantitative restrictions on imports. In other words, 
they put imports into the United Kingdom under control. If the United King- 
dom were non-discriminatory in its controls it would have to control the imports 
of all countries equally. That is the essence of non-discrimination. 


By the Chairman: 

Q. Including Denmark?—A. Including Denmark. The restrictions they 
would put upon the importation of goods from Denmark would have to be 
equally severe as the restrictions put upon the importation of goods from 
Canada. The United Kingdom people may well say, “it is true we are short 
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of dollars. We have not got all the dollars we want and therefore we have to — 
restrict imports, but we have got plenty of Danish Crowns, and so if. you. 4 
allowed us to import relatively more from Denmark than from the dollar area . 
we could enjoy more imports and still it would not cost us more convertible 
currency. In other words, we would not need to use up any convertible cur- 
rencies if we were allowed to use these Danish crowns of which we have a large 
stock in buying imports from Denmark, but if we are not allowed to discrimin- 
ate we could not do that. We could not use those Danish crowns. We would have 
to restrict imports from Denmark to the same extent we restrict imports from 
the dollar countries.” In that sense by discrimination the United Kingdom could 
obtain more imports than they otherwise could afford. 


By Mr. Timmins: ~ 
Q. Who would put the stamp of approval on that?—A. During the period 
immediately after the war, the so called transitional period, there is no prior 
approval required to put such discriminatory controls into effect. In other 
words, a country simply has to be able’to demonstrate that by adopting a 
discriminatory program it could get more trade than it otherwise could. 


By Mr. Benidickson: 


Q. Demonstrate to whom?—A. Demonstrate that to the organization, to the 
body which is going to administer this agreement—if someone complains. 


By Mr, Pinard: 

Q. And if 1t does not succeed in demonstrating 1t was in need of doing that? 
—A. Then it would have to cease discriminating. However, that test could only 
arise if someone complained. They do not have to demonstrate that at the outset. 


By Mr. Hackett: 


Q. Is there some tribunal?—A. Yes, the tribunal will be the representatives 
of the countries which have signed this agreement. : 


By Mr. Timmins: 
Q. Do you have to notify the organization you are going to do it?—A. No. 


By the Chairman: 


Q. Would you care to indicate now to what extent the Havana Charter has— 
—A. Changed the situation. 
Q. Changed the rule of non-discrimination made at Geneva. 


By Mr. Fraser: 


Q. Before you go on to that you mentioned that could happen after a war?— 
A. After this war. 

Q. For a period after the war; how long is that period?—A. That period - 
is generally expected to be about five years in which the countries can put 
discriminatory control into effect if they can demonstrate that thereby they 
can get more imports than they otherwise could. 


Mr. Marquis: Would the witness say... 
The CuHamMan: Let the witness answer Mr. Fraser’s question first. 


The Witness: And they can do this without getting prior approval or 
demonstrating it beforehand until somebody complains. You see some other 
country may say, “I am hurt by this, and I am complaining”, and if the 
complainant can establish that the other country is not acting within this rule 
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then the organization may require him to cease. That is true for the first 


five years. After five years discrimination is not allowed except on prior 
approval. 


By Mr. Fraser: 
Q. Is that five years mentioned in the agreement?—A. Yes. 
Mr. Marquis: That was my question. 


s By Mr. Fraser: 
Q. Where abouts is that mentioned?—A. Page 38, paragraph 3 on that page. 
After March 1, 1952, no contracting party shall maintain or institute 
such action without determination by the contracting parties. 


By Mr. Lesage: 
Q. It is still in the charter?—A. Yes. 


By Mr. Benidickson: 


Q. Canada found itself in dollar difficulties and took some steps for its 
own protection. Were any of those steps discriminatory?—A. Not formally. 


By Mr. Lesage: 

Q. What about automobiles?—A. Not formally although there are dis- 
criminatory elements in the Canadian program. There are some. 

@. What would they be?—A. Automobiles are a case in point. 

Mr. Hacxerr: Would you be a little more specific when you say there 
are elements; some of us understood that there was discrimination within the 
different definitions of the agreement. Is that correct? 

The Witness: That is correct. In other words a degree of discrimination. 
Generally speaking the import program in Canada is nondiscriminatory. 

Mr. Brnipickson: Generally speaking, we endeavour to provide our 
protection on articles which would increase our imports from sterling areas 
and not be discriminatory against the United States? 

The Witness: That is right. Our program in operation at the present 
time endeavours to adhere to the spirit of nondiscrimination but in doing so 
it is applied in such a way that it will not interfere with the imports from the 
soft currency countries. That is not a hundred per cent true. There are some 
incidental exceptions, but by and large the purpose is not to interfere with 
the imports from soft currency areas, including the sterling area, while 
restricting imports from the hard currency areas keeping within the general 
spirit of nondiscrimination in the agreement. 

Mr. Lesace: It was discriminatory in choice of articles but not in procedure. 

The Witness: The articles of course were chosen having in mind the 
amount of hard currency that was used to buy them. That is the way they 
were picked. You choose your articles in such a way that you get a result 
which enables you to save relatively more hard currency, you seek to get almost 
all of your saving in hard currency. 

Mr. LesAcs: And each country is free to select its own commodities? 

The Wirnsss: As far as commodities are concerned, that is always up to the 
countries concerned. 

Mr. Isnor: Are we still at Geneva, or have we reached Havana? 

The Witness: We are still at Geneva. I have not yet introduced the 
Havana agreement. 
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Mr. Isnor: Now that we are still at Geneva, Mr. Wilgress raised a point 
about the British preferential tariff and admittedly notified the United States 


that they propose placing before parliament an) amendment to the 1907 tariff _— 


arrangements. Was that necessary; and, if so, is there something in the 
agreement that touches on that? | 

The Witness: Well, Mr. Isnor, that is another part of the agreement and has 
nothing to do with balance of payments. Do you want to go into that now? 

The CHAIRMAN: I have made a note of that to be dealt with when we come 
to it. The witness is taking up one at a time the several points leading up to 
the Havana agreement, and right at the moment he is dealing with the non- 
discriminatory phase of this section. 

Mr. Isnor: You are getting pretty close to Havana anyway. 

The CuHairMANn: We hope to reach Havana to-night on nondiscriminatory 
trading. 

The Witness: I have no objection to answering questions at all, but it gets 
off into a different field. 

The CuHaiRMAN: I have made a note of that. 


Mr. JAcKMAN: In connection with the balance of payments, is each country 
free to make its own selection? Can you select the period on which it will 
be based? 

The Witness: There is nothing said here in the agreement about the period. 
In making such a selection, of course, I think that one has to have regard to the 
spirit. While there is nothing said about the base period obviously no one would 
take as a base period 1846, or something that is clearly outrageous. As a matter 
of fact, nothing is said about the base period you choose, but obviously you must 
use a base period you can justify. In the Canadian import control program 
years immediately preceding the war were taken as representing a more normal 
situation than the situation which prevailed during any of the war years; or, 
indeed, any of the years immediately following the war. The theory was that 
those years were not normal years and it was obvious on the face of it that 
Kurope was not in a position to occupy its normal position in world trade, and to 
have frozen controls on a base that was abnormal might have beem very hard on 
the Europeans; therefore the theory was that it would be much more in accord 
with the realities of the situation to take a more normal period on which to’base 
your controls, and that was done. I am not arguing one way or the other, but 
that was the thought. 


By Mr. Jackman: 


Q. In your balance of payments position you made use of the example of a 
country that had an excess of soft currency which you could use. You have also 
agreed that a country may choose its base period?—A. Within reason, 
Mr. Jackman. 

@. Within reason?—A. Yes. 

Q@. Are there any other forms of discrimination which are considered 
nondiscriminatory?—-A. Well, the ones that I have already mentioned, that 
you can pick your commodities. That is the step most generally adopted. 

Mr. Hacxerr: Before you leave that, if there is no range of time within 
which we may choose a base period it would seem to me that the agreement is 
rather loose and might be abused by people who are scrupulous. For instance, 
you take imports of silk, which someone mentioned, 1846; if you said 1946, 
or 1936— 

The CHairMAN: That would be highly discriminatory. 3 


The Witness: That is quite true. The agreement is not absolutely precise 
on these things and it can be abused; but there are general provisions in here that 
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any country that is signatory to this agreement may complain about the action 
of any other country. 

Mr. Hackett: What I was coming at is, are there any general provisions in 
the agreement which state that good faith and fair dealing shall be a standard? 
_ _ The Wrrvess: That is right. 

7 Mr. Hacxetr: Where is that? 

The Witness: Well, it is put in a sort of negative way. There is a clause 
in here which relates to the method of dealing with complaints. A complaint 
~ about the operation of any part of these agreements. Any country which feels 
that any other country is not carrying out the spirit of this agreement may 
complain, and it can establish its complaint, prove its complaint— 

Mr. JACKMAN: To whom? 

The Wirness: To the organization, the body which administers this 
agreement. And the body which administers it are the representatives of the 
countries which signed it. It can establish through its representatives that 
another country is not living up to the purposes and objectives of this agreement 
that country can take sanctions, the complaining country can take sanctions 
against the country complained about. 

The CHAIRMAN: Where is that found? 

The Witness: You will see on page 56, there is an article called “Nullification 
or Impairment”; and it begins by saying:— 

If any contracting party should consider that any benefit accruing 
to it directly or indirectly under this Agreement is being nullified or 
impaired or that the attainment of any objective of the Agreement is 
being impeded, | 

etc., etc., they can lodge a complaint and the other country must come in and 
discuss the complaint and if no satisfaction can be obtained in that way then 
the organization may allow the complaining member to take sanctions against 
the country complained against. 


By Mr. Lesage: 

Q. And on other countries?—A. And such other members of the organization 
are permitted to do so. 

Q. What would be the sanctions? Are they provided for?—A. Sanctions 
are provided for. Throughout the agreement the complaining country, if it 
establishes its complaint, may withdraw concessions it has made to the country 
complained about. In other words, it may raise its tariffs or it may put on 
controls or do anything to revoke any concession made under this agreement. 


Mr. Micuavup: If the complaint is recognized as valid? 


The Wrrness: Yes. That, Mr. Hackett, is the procedure for keeping a 
check on the abuse of the provisions. 


By Mr. Fraser: | 

Q. You said the complaining country could raise tariffs but are they allowed 
to raise the tariffs?—A. Yes, if that country is granted the right to use sanctions. 

Q. That is the only time a country would be allowed to raise the tariff?— 
A. Yes, tariffs bound under the agreement. 

Mr. Prnarp: Would the other countries be allowed to raise their tariffs 
against the country complained of? 

The Wirness: That is a matter which the organization would have to 
decide. If it was a very serious complaint or an infraction which affected many 
of the other countries I would assume the organization would allow the other 
countries to apply the sanctions. If it was something of which only one country 
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complained then only that complaining country would be allowed to raise the 
tariffs. The agreement is written rather generally and gives the organization 
considerable leeway. In effect the organization has pretty wide discretion in 
stating how extensive the sanctions ought to be. 

Now to get back to the Havana conference. The exceptions to the rule of 
non-discrimination laid down in the Geneva Agreement are somewhat more 


rigid— 


By Mr. Michaud: 

Q. May I ask a question at this point? Is it only countries belonging to 
the United Nations that took part in the trade discussions at Geneva?—A. No. - 
There were other countries there who were not members of the United Nations. 

Q. So Havana was just a continuation of the general trade discussions ?— 
A. Yes, a continuation but with more countries. At Geneva it was just a selected 
group but at Havana it was a world conference. At Havana there was no 
restriction to only U.N. countries participating. JI would mention, that Switzer- 
land, which is not a member of the U.N., was represented at Havana. 


Mr. Prnarp: How many nations were represented at Havana? 


The Witness: Fifty-three. 

Mr. Benipickson: Was the Havana organization set up under the United 
Nations? 

The Witness: Yes, by the Economic and Social Council. The clause in 
the Geneva Agreement dealing with the exceptions to non-discrimination is 
somewhat more limited than the provisions of the International Monetary Fund. 
Under the International Monetary Fund, which is a separate organization as 
you know, dealing with exchange and matters of that sort, there are certain rules 
regarding discrimination. Those rules under the International Monetary Fund 
are somewhat more liberal for certain countries than they are under the Geneva 
Agreement. At Havana, countries which had more freedom with regard to 
discrimination under the International Monetary Fund said that they did not 
want to restrict themselves to the extent required to adhere to the Geneva 
rules. They wanted to be able to retain the freedom under which they worked 
under the International Monetary Fund. That was the case with most of the 
European countries. 

Mr. Lesace: France? 

The Witness: Yes. The International Monetary Funds has made particular 
exceptions for countries that were badly damaged during the war. They were 
very lenient about what countries in that position could do, and, in effect, 
they said those countries could continue to do what they were doing when they 
signed the Monetary Fund agreement, and they could adapt their programs 
to changing circumstances. That was a very broad exception for those countries. 


Mr. Beninickson: Discrimination was allowed on what kind of things? 


The Wirness: They said, “well now, if you are asking us to sign the 
Geneva Agreement or the International Charter we would be asked to give 
up some of the freedom which we have and we do not wish to do that.” They 
said conditions were very bad; the trade situation in Europe had not improved 
very much, and we don’t want our hands tied. They argued successfully at 
Havana that they should retain the full measure of the freedom which they 
had under the International Monetary Fund. Therefore at Havana a second 
option was written into this clause stating that countries may operate under 
the clause in the Geneva Agreement or they may operate under provisions 
similar to those in the International Monetary Fund, and the members of the 
organization may choose whichever option they wish. 
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Mr. TIMMINS: Is the International Monetary Fund going to ie, a continuing 


The Wrrness: Yes. The exceptions under the Biecinttbral Monetary 
Fund I must explain also terminate. They apply only during the transitional 
period. This freedom is given during the transitional period. After that the 
exceptions are withdrawn, and no discrimination can be undertaken without 


prior approval. 


By Mr. Lesage: 

Q. Is it your opinion, Mr. Deutsch, that the wide scope of the powers, I am 
thinking of this five year period particularly, would defeat the purpose of 
for instance article 23 of the agreement?—A. I see what you mean. It is 
recognized that this freedom is given during the transitional period and any 
country may complain about the use of that freedom during the transitional 
period provided that the freedom is used in a way which is clearly abusive. 

Q. There could not be any complaint? That is why I am asking the 
question?—A. Unless the freedom was used in quite an abusive manner. 

Q. What I am afraid of is there will be so much freedom that the agreement 
will have no effect at all?—A. This was the dilemma. The world as it emerged 
from the war was, with respect to trade, in such a disorganized condition that 
to launch inmmediately into a regime of multilateral trade agreements pure 
form was impossible. Currencies were inconvertible, there was inflation in 
many countries, commodities were scarce, and controls were everywhere. In that 
kind of a situation to have instituted a system of pure multilateral trade at 
once was clearly impossible. 

Q. In your opinion it was better to have a foundation than to have nothing 
at all?—A. Yes. During the temporary period—we hope it will be over in five 
years—we must allow a lot of things which we would normally not allow. 


Mr. Pinarp: The period could be extended to more than five years. 


The Witness: Yes, but for five years we must allow the countries in difficult 
circumstances to have a free hand in respect to a number of things which, 
granted, are not desirable from the long-run point of view. We hope in that 
five year period that economic conditions will improve and that countries will 
abide by the spirit of the rules. The theory was if you have an organization and 
rules are laid down you can influence reconstruction in the direction of a 
desirable state of affairs, and that is what is intended here. 


By Mr. Lesage: 
Q. And it is to that extend there was hope at Havana that this would work? 
—A. That is right. 
. Q. The charter would work?—A. Most of the basic rules here will not be fully 
operative during this period of transition. There are exceptions allowed during 
this period. 


By Mr. Michaud: 

Q. Before we leave this point of discrimination and the discrimination 
allowed certain European countries under the Monetary Fund, I gather those 
countries may use the discrimination clause under the agreement or the one under 
the Monetary Fund?—A. That is right. 

Q. Does that apply to Canada as well, or are we bound by these rules in 
the agreement?—-A. I should explain that. I said earlier the countries may elect 
which set of rules they will use. Naturally, in electing the option they will have 
regard to the rights which they would have under each set of rules. Under the 
international Monetary Fund Canada has no right to discriminate. Under the 
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International Monetary Fund, the clause dealing with discrimination stated that — 
countries may retain for a transitional period the control programs which they 
had in effect at the time of adherence. The Monetary Fund, I believe, was © 
signed in March of 1945. At that time, we had no controls on imports. We had 
no discriminatory controls on imports in 1945 and therefore we have no rights — 
under that clause. We were not damaged by the war and we have no right to 
discriminate under the fund but the European countries have. We are bound 
to work under the clause in the Geneva Agreement. We really have no choice 
in electing which one we will use. Many of the European countries will elect 
to use the Monetary Fund option because under that option they have a greater 
freedom of action. 

Q. All this comes under the amendments which have been drawn up at 
Havana?—A. At Geneva we only had one set of rules but at Havana they agreed 
to add this additional option giving some European countries the right to use the 
Monetary Fund clause. 


By Mr. Pinard: : 
Q. Which countries are they, do you know?—A. France, Denmark and 
Holland, ete. 


By Mr. Marquis: | 
Q. Those countries are mentioned?—-A. No. It is put in this way, sir, the 
members can opt which one they want to elect. 


By Mr. Pinard: 


Q. Was any European country denied that right?—A. No, but I believe 
Switzerland would not have the right. . ; 


By Mr. Marquis: 

Q. I suppose those countries are known by the organization?—A. Yes, the 
International Monetary Fund knows which countries have that right. The 
countries themselves know and they would choose accordingly. : 

Q. I presume Canada has a list of those countries?—A. We have a pretty 
good idea who they are. 


The CuHarrman: I wonder if you would care to deal with Mr. Isnor’s 
question? : 


By Mr. Benidickson: 


Q. Under Bretton Woods agreement, there are restrictions on the devalua- 
tion we may carry out internally without the consent of the fund. Suppose we 
broke our obligation under the Bretton Woods agreement, would there then be 
some clause under the Geneva Agreement which would restrict our ability to 
devaluate?—-A. Yes. Under the Monetary Fund, as you say, there are certain 
limitations on our freedom of unilateral devaluation. Within 10 per cent we do 
not have to ask permission, but beyond 10 per cent we have to have the approval 
of the Monetary Fund. This Geneva Agreement does not impose any obligations 
on us directly with regard to exchange rates but it does contain a clause which 
says that countries should be members of both institutions. 

Q. What institutions?—A. The fund and the trade organization. If a 
country is not a member of the International Monetary Fund, it must sign a 
special exchange agreement with the ITO. In the exchange agreement, the 
aie dealt with will be similar to those contained in the International Monetary 
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By Mr. Hackett: 
Q. Was France bound by both organizations?—A. Yes. 
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Q. What happened when France devalued?—A. There were some disagree- 


ments, but I believe they are trying to compose them now, sir. I wish to deal now 


with one or two of the other major changes made in the Geneva Agreement. 
There is a section in the Geneva Agreement dealing with customs unions. It is 
contained in Article 24. I do not want to get into the technicalities, but you 
will find it in Article 24, page 58, territorial obligations and customs unions. 

In effect, this Geneva Agreement states that a customs union arangement is 
an exception to the most favoured nation rule. The most favoured nation rule 
requires all countries to accord similar tariff treatment to all the others who 
signed this agreement. In other words, you cannot apply one set of tariff rates 
to one of the members and another set of rates to another member. You must 
apply the same tariff treatment to all the members; that is the most favoured 
nation rule. This clause says customs unions are an exception to that rule. In 
other words, if two countries enter into a customs union the two countries entering 
into this union may remove all tariffs between them. Indeed, that must be so 
in order to make a customs union, but they do not have to accord this removal 
of tariffs to other countries. 


By Mr. Timmins: 
Q. That would be like the Benelux countries?—A. Benelux is an example. 
Those countries do not apply duties between themselves. 


By Mr. Michaud: 

Q. None whatever?—A. None whatever. There is complete free trade 
between those countries. They have a common tariff as against the rest of 
the world; both countries have the same tariff as against the rest of the world. 
This type of arrangement is permitted under this clause. Simply because 
Belgium has given the Netherlands free treatment in tariff under this clause, 
she does not. have to give that free treatment to all the others. 


By Mr. Pinard: 

Q. Is that not a perfect case of discrimination?—A. That is the ultimate 
in discrimination, in that sense. On the other hand, these countries have 
adopted a common tariff; both countries have a common tariff against all other 
countries. 


By Mr. Marquis: 
Q. Is it the same tariff?—A. It is the same tariff. 


By the Chairman: 


Q. In order for article 24 to apply and for the exception to apply, there 
must be a complete customs union?—A. That is right, it must be a bona fide 
customs union. 


By Mr. Irvine: | 
Q. They would be as one country, in that case?—A. They would be as one 
country as far as tariffs are concerned. 


By Mr. MacNaught: 


Q. Would this agreement prevent us from entering into a customs union 
with the United States?—A. No, this clause would permit it. This clause 
allows that to be done if that is what is desired. The Benelux union is permitted 
under this clause. 


By Mr. Pinard: 
Q. Could a country have a union with one country and still be part of a 
customs union with another country? For instance, could Holland have a 
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customs union with France and still remain in the Benelux union?—A. They - 
would all have to be in the one. You could have France, Belgium and the ~ 
Netherlands in one union. 

Q. But could Holland have a customs union with France and still have 
a customs union with Belgium and the Netherlands?—A. A different one? 

Q. Yes.—A. It could not be done because there has to be a common tariff. 


The Cuairman: If it is an absolute union, that answers your question. 


By Mr. Lesage: 

Q. What about Canada having a customs union with the United States 
and, at the same time, keeping the preferential tariffs with Britam?—A. That 
could not be allowed under a customs union. Customs union means countries 
entering into an arrangement have the same tariff. 

Q. So we could not get into a customs union with the United States and at : 
the same time keep our preferential tariff with the United Kingdom?—A. No, 
that is not a customs union. . 


By Mr. Argue: | : 
Q. Is there a customs union between Russia and any other country?— | 
A. I do not know, sir. , 


By Mr. Jackman: fa 
Q. What would you call a customs union between Canada and the United 
States, which is not permissible under the terminology? Suppose you had what 
was tantamount to a customs union with the United States and still did not 
want to give up the preference?—A. That would not be a customs union. 
Q. What would you call it?—-A. It would be a violation of this agreement. 


By Mr. Lesage: 

Q. We could have a customs union with the United States if we both had 
the same tariff with the other states?—A. The only way you can have a customs 
union with any country is if you have the same tariff for both countries. If 
you have a customs union with the United States you would have to have the 
same tariff in Canada against third countries as in the United States. 

Q. Do you mean you would have to have the same tariff vis-a-vis the rest. . 
of the world?—A. The rest of the world. 


By Mr. Marquis: 

Q. And between the countries?—-A. The definition of a customs union is 
this: two countries enter an agreement in which they removed all duties between 
themselves. 

Q. They cannot have any tariff?—A. Not between themselves; but they 
have a common tariff against the rest of the world. That is a customs union. 


By Mr. Pinard: 

Q. Tell us the differences and exceptions. Is there any difference between 
this agreement and the institution that existed before the war?—A. Before the - 
war traditionally as a matter of custom—of traditional acceptance—customs 
unions were always regarded as exceptions to the M.F.N. by tradition. Notwith- 
standing, it was never embodied formally in a document. It was an exception 
before the war by common acceptance. Now, it is formally recognized in this 
agreement that a customs union is a proper exception to the rule. 


By Mr. Marquis: 
Q. Before the first war, when they had a customs union like that they could 
have a tariff with another country?—A. That is right. There was no formal 
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undertaking requiring countries to have the same tariff; but in practice other 
countries would not recognize unions unless they were really customs unions; 
so in practice nothing much has been changed. 7 


By Mr. Picard: 
. Q. Was there not a customs union between the former German states?—A. 
That is right. 
@. And was that not the aim of the Anschluss between Germany and 
Austria?—A. That is right. There were customs unions before the war and they 
were recognized, but they had to be real customs unions. 


Mr. Hacxerr: They were a conquest. 


The Witness: Some of them were based on conquest and pressure, but the 
‘present Benelux union is a freewilled development. 


By Mr. Picard: 


Q. It is a departure from the procedure pened on?—-A. The reason I raised 
this was— 


Mr. JAcKMAN: May I ask what I think is a practical question? If Canada 
and the States were to abolish all tariffs they could not come under this agreement 
and have Canada still maintain the empire preference? 


The Witness: Not under the agreement as it now stands. 
Mr. Picarp: Unless the United States extended it? 


ee Witness: It would be very unlikely. We would have to have the same 
tariffs. 


By Mr. Jackman: 


@. We might import goods from Britain under the preference, if you like, 
‘and re-export them at the same time. They would have identification marks 
and it might be necessary, despite the free trade areas, to have customs officers 
at the border to prevent such a thing. Was this not discussed at Geneva or 
Havana—the possibility of a free trade area between the United States and 
Canada?’—A. No, not between the United States and Canada. 

Q. I understand if we ratify this agreement we cannot bring that about. Is 
it likely the states would enter into empire preferences?—-A. I want to get to the 
point Mr. Jackman has raised, which is precisely the point I was coming to. 
Under the Geneva agreement as it now stands the only exception was a pure 
customs union. At Havana some countries—particularly some of the European 
countries—were interested in widening the concept of a customs union and making 
it less rigid and less academic in form. As you know, there has been much discus- 
sion in Europe in the last few months about customs unions, and indeed there 
are very active discussions going on at the moment, There is a discussion going 
on about a customs union for the whole of western Europe, and inside the general 
discussion there are a lot of bilateral discussions going on. At the moment the 
most important one is between France and Italy. They are actively exploring 
a customs union between those two countries. 

Now, in connection with this discussion these countries are anxious to get 
rules put into this agreement which would make it practicable for them to work 
out such arrangements and therefore have asked for an amendment to this 
provision, giving it a little wider scope than it does at the present time: and so at 
Havana they included a provision which stated that a free trade area should 
also be an exception to the M.F.N. rule. 

What is a free trade area? A free trade area, according to the definition as it 
is here, is an area in which the two countries agree to remove all duties between 
them but each country retains its own tariff against other countries. 
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By Mr, McNaught: 
Q. That would be most impracticable, would it not?—A. Some of them 
thought it would not. pee 
Q. It must be most impracticable because how would you prevent the goods 
going from one country or coming in under one tariff into the other country ?—A. 
Third country goods would be examined at the border and would be assessed at 
the duties against the third country. You would have to have identification. 
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By Mr. Marquis: 

Q. What is the difference with a customs union?—A. With a customs union 
the two countries entering into the arrangement must adopt the same tariff. 
Under the free trade area they can maintain their own tariffs, separate tariffs, 
against third parties. 

The CuamrMman: So that only in the free trade area there would be free 
trade only with respect to domestic production; there would not be free trade 
with respect— | 

The Witness: To third country goods. 

Mr. Hackett: They would have to keep by their customs area. _ 

The Witness: They would have to have a system for identifying third 
country goods and they would levy duties against the third country goods; 
but as to the produce of the two countries they would move freely across the 
border. 


By Mr. Marquis: 
Q. In the customs union they would allow the merchandise of other countries 
to pass without the tariff?—-A. Yes, but when they come in from third countries 
they have to pay a common duty which concerns the whole area. 


By Mr. Fulton: - , 

Q. What was the result of this move?—-A. This proposal by the French and 
some other countries was accepted. 

Q. Was accepted?—A. Was accepted as an exception from the M.F.N. rule. 

Q. Will it be incorporated in whatever document comes out at Havana 
supplementing this one?—A. Yes. As a matter of fact, these changes in this 
clause are made in this agreement. In other words, the customs union clause . 
in the Geneva Agreement will be replaced by this clause that was developed 
at Havana which permits the establishment of free trade areas. 


By Mr. Pinard: | 


Q. To apply to all nations?—A. It will be equally accessible to all 
countries, 


By Mr. Lesage: 

Q. To come back to my question of a few moments ago if we had a free 
area in Canada and the United States we could still keep that?—A. Under a 
free trade arrangement each country could keep its own tariffs. 

Q. Whatever preference there exists?—A. That is right. 


By Mr. Isnor: 

Q. Could we export fish from Canada to the United States or import it 
from the United States to Canada and process it and ship it out?—-A. To where, 
to any other country? 

Q. Yes. —A. Oh, sure. 
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By Mr. MacNaught: 
Q. You gave us an example of a customs union, the Benelux countries. 


There is no example of a free trade area?—A. There is no example at the present 


time of a free trade area but I think some of the European countries are 
exploring the idea. 


By Mr. Isnor: 


Q. Would you say the Hamburg free port was an example of the same 
principle?—A. No, a free port is a different thing. That has been a well 
established situation. 

Q. I know what a free port is. I was wondering if a free area would be 
on the same principle—A. Not exactly, no. A free trade area is very simply 
an arrangement whereby two countries remove all duties between those two 
countries but retain their usual tariffs against third countries. That is what 
it 1s in essence, an under the Havana amendment that sort of arrangement will 
be permitted in the future and will be regarded as an exception to the M.F.N. 
rule. | , 


By Mr. Timmins: | 
Q. That might very well result in four or five countries of Europe getting 
together?—A. That is right. ; 
@. Under a free trade arrangement?—A. Perhaps. I believe some of the 
European countries are exploring that at the moment. 


By Mr. Pinard: 
@. You mentioned France and Italy?—A. Yes. 


By Mr. Fulton: 


Q. Can you tell us who else was interested in that? For instance, were the 
Scandinavian countries interested in that proposal?—A. No, the Arab states were. 
Both the French and the Arab states were interested in this proposal, and they — 
were able to convince the others it should be allowed and therefore that amend- 
ment is being made in the Geneva document. 


By Mr. Isnor: 


Q. It would be more workable there than in a country like the United 
States, would it not?—A. Of course, in the case of the Arab states they are all 
countries that are industrially under-developed. Many of them are very small 
countries, and it is a very simple business in that case. 


By Mr. MacNaught: 


Q. The same would apply to the Scandinavian countries?—A. Norway 
and Sweden are not the same economically, you know. Sweden is a highly 
industrialized country whereas Norway specializes in shipping, fishing and 
lumbering. They are not closely comparable. 


By Mr. Fraser: 


Q. You said in this union that the third country goods that came in would 
not be allowed into the other. country without examination?—A. Yes. 

Q. But if that country should take in say parts of machines and go ahead 
and make them up into complete machines then they could ship out the com- 
plete machines into other countries, could they not?—A. That depends on the 
definition. There may be a content clause put in providing that the content 
must reach a certain figure. 

Q. That is one way they could overcome that?—A. Yes. 
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By Mr. Argue: 


Q. Are barter arrangements allowed?—A. It depends under what condi- 
tions. During the transitional period certain types of barter arrangements are 
allowed. 

Q. For instance, Canada could trade so many bushels of wheat for so 
many yards of textiles with Britain, for instance?—A. Under certain conditions. 
In other words, if it were necessary to get a scarce commodity by that device 
that would be permitted, but it is not permitted as a general rule. There are 
certain exceptions for the transitional period. 

I just want to finish up now the effect of the Havana Agreement on this 
Geneva Agreement, and there is one more amendment that was made which is 
of some importance. In the Geneva Agreement no country other than the 
seventeen which signed at Geneva could be admitted into this club unless all 
of the seventeen agreed unanimously that it should be admitted. 

The CHarrman: Article? 

The Wirnsss: That is article 33, on page 68. No country could join hie 
club, if I may use that term, unless all the members agreed. All the countries 
have to agree and make proper concessions. It is one of those very exclusive 
clubs that no new member can be allowed into unless all of the seventeen agreed 
that the new applicant should be allowed in. That is the way the Geneva 
Agreement read. Now, at Havana, several of the members felt that was pretty 
stiff and they agreed to modify that to a two-thirds majority, so that if two- 
thirds of the existing members agree new members could come in, even though 
someone complained that they did not think the applicant was a suitable 
applicant. That was the other major amendment. But, of course, it is under- 
stood that any new member has to pay his dues, like in any club. He has to 
make tariff concessions. 


By Mr. Marqus: 


Q. Did the other countries which signed the agreement accept that rule?— 
A. That is the rule. The seventeen countries at Geneva agreed among them- 
selves that all of the seventeen were eligible, but this is directed against any 
new members. Of course, the countries at Havana, and there were some 50 
countries there, thought that was pretty stiff, that any one of the original 
seventeen members could blackmail any other ‘applicant. 


By Mr. Fulton: 


Q. Was the result of lowering that such that new members came in?—A. It 
would help. They said, we think the unanimity rule too stiff, but if you make 
it two-thirds we would come along. 

Q. It immediately brought new members in?—A. No, because at Havana 
. there was no negotiation of tariffs. In order to get into this club you have to 

negotiate tariffs. ; 


By Mr. Lesage: 


Q. That is a question I was going to ask, when will they come in?— 
A. Within two years after the charter comes into force each country must have 
carried out its obligations to negotiate tariffs. 

Q. With how many countries?—A. There were fifty. 

Q. With all the others?—A. Yes, but we do not know how many countries 
will ratify the charter. Suppose thirty countries ratify it and bring it into 
effect, each of the thirty countries which is not one of the seventeen at Geneva 
undertakes the obligation to negotiate its tariffs within two years. 


Mr. Marquis: Only seventeen have ratified? 
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_ The Wirness: The others have to negotiate within two years. I believe, 
Mr. Chairman, that covers the main changes made at Havana, but I might 
- gay at this pomt the members will want to get the complete charter as it was 
produced at Havana. As soon as we obtain copies we will see that the members 
get the final text. The charter has in it a number of things which are not in 
the agreement at all. The agreement relates purely to commercial policy 
matters, purely to tariffs, and trade questions. The Havana Charter has a 
chapter on commodity agreements. The rules relating to commodity agree- 
ments are not in the Geneva Agreement. The Havana Charter also has a 
chapter on international cartels which is called restrictive business practices. 

Mr. Irvine: Are we accepting the Havana Charter or the Geneva Charter? 

The Witness: We are only considering the Geneva Agreement. I do not 
know what the intention of the government is. Later it may wish to have the 
Havana Charter submitted for approval. 

Mr. Isnor: Before you make your report, Mr. Chairman, is it your desire 
to go through this clause by clause? 

The CHarrMAN: I am in the hands of the committee but it is my opinion, 
with respect to these heavy assignments, that it is just as well for the committee 
to have a free hand for a few meetings before deciding what their final com- 
mitment shall be. 

Mr. Fuiron: May I make a suggestion? At a meeting to be held quite soon, 
I suggest that Mr. Deutsch or Mr. MacKinnon explain the way in which the 

International Trade Organization functions, who runs it, and how the governing 
body is set up? What is the constitution of the central body? I do not find it 
in the agreement, but there is constant reference to the contracting organization 
and the contracting parties. I take it that they mean in one case the international 
Trade Organization which would appear to be given certain powers. For instance 
the contracting organization must approve what each contracting party wishes 
to do. I am wondering just what the constitution is? 

The Wirness: That matter is a large subject in itself and it can be gone 

- into later. 

Mr. Prnarp: Is there any publication which gives that information? 

The Wirnsss: I should say that the organization provided for is different 
from the charter. The agreement has its own organization and the charter has 
its own organization. 

The CHAtRMAN: Before we adjourn we should reach an agreement on the 
matter of printing which was left in abeyance at the opening of the meeting and 
we should also decide on the time at which the next meeting will take place. 
Would Thursday night at the same hour be satisfactory to the committee? 

Agreed. 

Mimeographed copies are now being distributed of the changes which were 
made at Havana and which have been discussed tonight. 

Now with respect to printing the members of the committee have had a 
chance to think this matter over. 

Mr. Fraser: Mr. Chairman, do you not think many of the manufacturers 
and exporters would like to have this information? I think we should have 
quite a few copies if we do print them. 

Mr. Trmmins: I think we should have 2,000 copies. 

The CuHamrMan: Mr. Timmins moves that we print 2,000 copies of today’s 
proceedings to which will be attached as Appendix B compilation of the principal 
tariff concessions affecting Canadian products. (See Appendix B). There will 
also be a statement showing the British preferential and most favoured nation 
rates, effective July 1, 1949. Is that agreed? (See Appendix C). 

Agreed. 
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APPENDIX A 


_ MULTILATERAL TRADE AGREEMENT BETWEEN SEVENTEEN 
COUNTRIES HAS WIDE APPLICATION HERE 


Press release, issued on November 17, 1947, provides comprehensive 
introduction, with summary of concessions secured by Canada 
and granted by this Dominion to other countries. 


Press RELEASE 


On Wednesday, October 29, it was announced by the Prime Minister that 
Canada had successfully concluded at Geneva, Switzerland, tariff and trade 
negotiations with a number of countries and that on the following day there 
would be signed on behalf of Canada a multilateral General Agreement on Tariffs 
and Trade, together with a Protocol of Provisional Application. On October 30 
those instruments were duly signed by L. D. Wilgress, Canadian Minister to 
Switzerland. ie 

The Prime Minister’s statement indicated those countries with which - 
Canada had completed negotiations, viz.: United States of America, Belgium- 
Luxembourg and the Netherlands (comprising the new customs union of 
“Benelux”’), Brazil, Chile, China, Cuba, Czechoslovakia, France, Lebanon- 
Syria, and Norway, as well as the United Kingdom, the Union of South Africa, 
Ceylon, India, and Pakistan. 

The General Agreement on Tariffs and Trade and the Protocol of Prov- 
isional Application, which together constitute the Final Act of the proceedings 
of the Preparatory Committee for the World Conference on Trade and Employ- 
ment, represent the culmination of intensive tariff negotiations which began 
in Geneva last May. The Draft Charter for an International Trade Organ- 
ization, published earlier, signifies the fruits of seven months of effort by the 
members of the Preparatory Committee to formulate a code of international 
conduct in respect of commercial policy, commodity policy, restrictive business 
practices, employment, and development. The Draft Charter will go forward 
for adoption to the World Conference to be convened at Havana on November 21. 

The General Agreement on Tariffs and Trade, which includes the schedules 
of tariff concessions, will be brought into force provisionally on January 1, 
1948, by the countries which have signed the Protocol of Provisional Application. 
This Protocol has been signed by Australia, Belgium, Canada, France, Luxem- 
bourg, Netherlands, United Kingdom, and the United States. It remains 
open to the other countries which have participated in the Geneva negotiations 
to sign the Protocol at a later date. 

As formulated at Geneva, the General Agreement on Tariffs and Trade 
is a substantive international agreement—independent of but complementary 
to the Draft Charter—which -can, if necessary stand by itself. It comes into 
force, provisionally, by itself, and is so framed as to permit its continuance 
in operation in a definitive sense even though the Havana Conference should 
fail to produce an acceptable Charter. It contains such provisions regarding 
commercial policy as have for years been standard in most bilateral trade 
agreements, as well as many of the provisions of the Draft Charter which were 
approved by the negotiating countries at Geneva as essential and desirable 
provisions of a multilateral trade agreement. 
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Reference to the text of the General Agreement on Tariffs and Trade | 


will reveal that various Parts and Articles thereof formulate principles and 
rules fundamental to the application and enforcement of what is in effect an 
international code. Those relative to Commercial Policy in the broadest 


sense of the phrase deal with such matters as Most-Favoured-Nation Treat-_ 


ment, Preferences, Customs Duties and other duties and charges, National 


Treatment on Internal Taxation and Regulation, Freedom of Transit, Anti-* 


Dumping and Countervailing Duties, Valuation for Customs Purposes, Form- 
alities connected with Importation and Exportation of Goods, Marks of 
Origin, Publication and Administration of Trade Regulations, ete. 

Interlocking closely with the more standard provisions respecting Com- 
mercial Policy above referred to, are those relevant portions of the Draft 
Charter on Quantitative Restrictions which have been embodied in the General 
Agreement. In general, quantitative restrictions are prohibited. There are, 
however, exceptions to this basic rule which are carefully defined, including 
exceptions which are permitted in respect of countries involved in balance of 
payments difficulties. The provisions regarding Non-Discriminatory Adminis- 
tration of Quantitative Restrictions and the Exceptions to the Rule of Non- 
Discrimination which are important features of the basic rules regarding the 
use of quantitative restrictions in any form, are. carefully formulated and 
set forth in the General Agreement. 

Other important Articles of the General Agreement relate to Exchange 
Arrangements, Export Subsidies, State-Trading Enterprises, Adjustments in 
Connection with Economic Development, Emergency Action on Imports of 
Particular Products, General and Security Exceptions, Consulation, Nullification 
or Impairment, Joint Action by the Contracting Parties, Entry into Force, 
Withholding or Withdrawing of Concessions, Modification of (Tariff) 
Schedules, ete. 

The General Agreement includes a provision entitled “Relation of this 
Agreement to the Charter for an International Trade Organization.” Under 
this provision, the signatories to the General Agreement undertake that, 
“pending their acceptance of such a Charter in accordance with their consti- 
tutional procedures,” they will “observe to the fullest extent of their executive 
authority the general principles of the draft Charter submitted to the (Havana) 
Conference by the Preparatory Committee.” It is further provided that on 


the coming into force of the Charter after the Havana Conference; certain | 


parts and sections of the General Agreement shall be superseded by the cor- 
responding provisions of the Charter. However, any contracting party to the 
General Agreement may lodge an objection to any provision of the Agreement 
_ being so suspended or superseded, in which case all the contracting parties 

shall confer to consider the objection in order to agree whether the provisions 
of the Charter to which objection has been lodged, on the corresponding pro- 
visions of the Agreement in its existing form or any amended form, shall 
apply. Any contracting party may on or after January 1, 1951, withdraw 
from the General Agreement upon the expiration of six months prior notifica- 
tion of such intention. 

Under the terms of the Protocol of Provisional Applications, Canada will 
bring into force on January 1, 1948, Parts I and III of the General Agreement 
—that is (1) those Articles thereof which provide for Most-Favoured-Nation 
Treatment in administration of the text and the Schedule of Tariff Concessions; 
(2) the Schedule of Tariff Concessions (Schedule V); and (3) the general 
Articles relative to Acceptance, Entry into Force, Withdrawal, etc. Also on 
January 1, 1948, Canada will bring provisionally into force Part II of the 
General Agreement (i.e—all other provisions thereof) “to the fullest extent 


not inconsistent with existing legislation.” = 
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An illustration of the manner in which this safeguarding proviso will 
_ apply is afforded in the case of oleomargarine: this is at present prohibited from 
~ importation by statute, which prohibition will continue to apply unless and 
until dealt with by Parliament. 
Be: Preferences, no less than rates of duty, played a vital part in the negotiations 
at Geneva, and the General Agreement sets forth the basic principles agreed 
, upon as governing in future, and during the life of the new Agreement, the 
" manner in which and the extent to which preferences may be a feature of 
§ bilateral agreements among the units of any preferential area. Very briefly, 
these are that no new preferences may be created, that no existing preferences 
may be enlarged, and that such preferences as remain after the conclusion of 
the Geneva negotiations shall be negotiable—that is, they may be reduced or 
narrowed by negotiations with foreign countries, in return for the granting 
_ by such negotiating foreign countries of concessions or benefits to the giver 
or the holder, or both, on such preferences. 
| Just as preferences remaining “after Geneva” ajre negotiable (i.e— 
subject to elimination or impairment only by the process of negotiation), 
so were preferences “pre-Geneva”’ negociable during the past summer. In 
many instances, the foreign country negotiating with Canada expressed chief 
interest in a reduction of the rate of duty; in others, the “margin of preference,” 
as distinct from the favoured-nation rate, was the desideratum; in not a few 
- negotiations concerned both the rate of duty and the preference. Naturally, 
_ Canada was involved, preference-wise, on two fronts: demands by foreign 
countries upon other Commonwealth areas for elimination or reduction of prefer- 
ences enjoyed by Canada in those areas; and demands by foreign countries 
for elimination or narrowing (by reduction of the favoured-nation rate) of 
preference enjoyed in the Canadian tariff by other Commonwealth countries. 
From the outset, Canada strongly opposed the narrowing of preferential margins 
by the device of raising preferential rates and it will be seen from a study of 
the Schedule that, in so far as concerns the Canadian tariff, there is only a single 
instance of the raising or imposing of a duty under the British Preferential 
_ Tariff; in all other instances, the preferential margin, if narrowed at all, has 
_ been narrowed by the reduction of the rate applicable to favoured-nations. This 
principle relative to her own tariff, Canada was content to have apply equally 
im respect of the preferences enjoyed by her products in various Commonwealth 
countries and in order to do her part in making it possible for the latter to 
_ reach agreement with other negotiating nations, the Canadian Government 
assented in several instances to the elimination or the reduction of those pre- 
ferential margins to which she had been entitled and to which her producers 
: had become accustomed. The extent to which such preferences in other Com- 
: monwealth areas have been modified under the new Agreement is fully set 


forth in later sections of this statement as are also the number and magnitude 
of the concessions secured by Canada in many countries of the world. 
Although more than one hundred separate and distinct agreements 
respecting tariffs and preferences were worked out at Geneva, the results of 
- all those appear as one comprehensive Schedule (numbered Schedules I to 
XX, inclusive) to the General Agreement. The Schedule No. V, consolidates 
q the concessions granted by Canada to all the countries with which negotia- 
tions were successfully concluded; therefore, the rates of customs duty set 
forth therein are generalized among the participating nations or countries. 
As was the case with many of the countries, parties to preferential tariff 
arrangements, the Canadian Schedule (No. V) is in two parts: Part I comprises 
all items of the Canadian tariff negotiated with any or all countries, and the 
rates set forth therein will apply to all “members of the Club” not entitled 
to lower or special preferential rates; Part II comprises those tariff items which 
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were. the subject of negotiation with Commonwealth countries, and the rates 
set forth therein will apply to those areas of the Commonwealth entitled ~ 
to the benefits of the British Preferential Tariff. No item appears in Part II, 
bearing a preferential rate which does not appear also in Part I, bearing the 
rate applicable to those other countries parties to the Geneva negotiations. The 
rates of duty specified in Part I are designated as the duties under the “Most- 
Favoured-Nation-Tariff” and (subject to such revision of the Draft Charter 
as may be made at Havana) may be applied provisionally to those countries, not 
participants at Geneva, with which Canada has in the past exchanged most- 
favoured-nation treatment. 

The term of the General Agreement is the standard one of three years 
(iie—to January 1, 1951) but the Agreement contains the usual provision for 
continuance in force thereafter, subject to six months’ notice of termination. 

Study of the terms of the new Agreement and of the Schedules there- 
to will reveal that it is the most far-reaching and comprehensive agreement 
of its kind in Canadian history. Further, that the Canadian portion of the 
multilateral instrument is a vital part of what is probably the most com- 
prehensive multilateral trade agreement ever attempted. From the Canadian 
point of view, the achievement of a multilateral understanding among so 
many countries, representing as they do such a large percentage of the world 
trade, is particularly gratifying, not merely because of the potentialities it offers 
in respect of enlarged markets abroad for Canadian exports but no less because 
of the fact, that from the inception of the idea of a multilateral effort to 
reduce barriers to trade throughout the world as a foundation for world peace, 
the Canadian Government and the Canadian public have shown intense interest 
in the objective and have consistently assisted in its attainment. Repre- 
sentatives of Canada joined in the earliest informal and exploratory discussions 
both at London and Washington, in 1943, 1944, and 1945. A Canadian delega- 
tion participated in the first session of the Preparatory Committee at London 
in October and November of 1946; and again a Canadian delegation has been 
an active participant at Geneva during the past seven or eight months. In all 
these conferences, the outstanding importance of Canada’s place in world 
trade has been recognized and is evidenced by the fact. that Schedule V to the 
General Agreement is one of the largest and most comprehensive in the series 
of twenty such marking the culmination of the negotiations. | : 

Needless to say, the conclusion by Canada of mutually-satisfactory nego- 
tiations with other countries would not have been easy—indeed, might have 
been impossible—had it not been for the co-operation extended by those other 
countries of the Commonwealth with which she has trade agreements, notably 
the United Kingdom, Australia, South Africa, New Zealand, and the West 
Indies. Throughout the long and complicated series of negotiations, there was 
on the part of all the Commonwealth countries a readiness to understand and 
appreciate one another’s problems and a joint determination to assist one 
another in arriving at agreements which all could recommend as being in 
the interests of each and of the world at large. 

One result of this co-operative attitude is that there has been concluded 
on Canada’s initiative a revision of the Canada-United Kingdom Trade Agree- 
ment (19387). The exchange of letters in this regard is being made public 
with this announcement. Under this exchange of letters each country undertakes, 
with respect to goods covered by the relevant Schedules of the multilateral 
Agreement (Schedules V and XIX), to continue to accord to the products of 
the other treatment no less favourable in general than has been accorded 
under the existing Agreement of 1937, but in which also each government 
recognizes the right of the other to reduce or eliminate preferences. In taking 
such initiative, the Canadian government has had in mind the historic Cana- 
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dian attitude respecting preferences, namely, that these concessions, freely 
given, are not matters of rigid. contractual right of obligation. It is the 
intention of the Canadian government to propose to the other Commonwealth 
_ governments concerned agreements with them similar to that now concluded 
between this country and the United Kingdom. 
. In studying the Schedule attributed by number to countries other than 
7 Canada—that is, those which indicate the tariff treatment to be granted to 
Canadian products entering such countries—one must realize that they are 
in terms of the tariffs of those countries just as Schedule V is in terms of the 
- Canadian tariff. With many of these foreign countries, Canada had not hitherto 
negotiated tariff rates but had merely exchanged most-favoured-nation treat- 
ment, with the consequence that the form and appearance of many of the 
Schedules will be unfamiliar to Canadian eyes. While inquiries in detail in 
this regard should be submitted to the Foreign Tariffs Division of the Depart- 
ment of Trade and Commerce, Ottawa, attention might here be drawn to cer- 
tain basic considerations which should be borne in mind in analysing the 
contents of each country-schedule: 

(1) In the case of concessions granted by the United States (Schedule XX), 
the rate of duty shown in the third column does not in many instances tell the 
entire story of the results of Canada’s continuing efforts to secure access to 

that great market. Very frequently the rate indicated as the one now to 
apply is only one-half or even one-quarter of the duty which applied in, say, 
1930. An example is afforded by the item re Turnips: prior to 1935, the rate 
of duty was 25 cts. per 100 pounds; in the 1935 Agreement, Canada secured 
a 50 per cent reduction in rate, to 124 cts.; in the 1938 Agreement, the 124 
ct. rate was bound; and in this new Agreement there has been secured a second 
reduction by 50 per cent, namely.—a rate of 64 cents per 100 pounds. Successive 
reductions of which this is an illustration do not appear in the Schedule now 
published but in most important instances detailed explanations in later sections 
of this statement indicate where the new and lowest rate is the result of one, 
two or more reductions by agreement. 


(2) In not a few instances, Canada stands to benefit materially, although 
indirectly, by virtue of the multilateral character of the negotiations and the 
generalization of the benefits. A good illustration is the concession granted 
by the United States on fresh beef and veal, the rate on which is reduced from 
6 cts. to 3 cts. per lb. Here the negotiating country, as principal supplier,—or 
potential principal supplier—was Australia, but the concession extends to all 
the “members of the, club” and Canada may expect to derive substantial 
benefits from this reduction in duty. 

(3) The Schedules which include the concessions granted to Canada by 
Benelux (Schedule II), France (Schedule XI) or Norway (Schedule XIV), for 
example, indicate the maximum import duty to apply in future on imports of 
wheat. Only by reference to the explanations given in the appropriate section 
of this statement, however, can one understand and appreciate the achievement 
represented by such scheduled rates. The attainment of the tariff treatment 
specified came only after long and persistent effort on the part of Canada’s 
negotiators to arrive at a workable formula by which to measure and restrict 
the net protection afforded by state-monopolies to their own producers of bread 
grains. 

(4) Under the provisions of the Trade Agreements Act, the power of the 
President of the United States to negotiate changes in the United States is 
subject to definite limitations. In particular, he is expressly forbidden to 
remove any article from the dutiable list to the free list, or from the free to 
the dutiable list. In addition, he is not permitted to take any action which 
would have the effect of reducing any duty by more than 50 per cent of the 


56 STANDING COMMITTEE 


rate applicable at the beginning of 1945. The United States negotiators were 
limited also to a list of items on which they were specifically authorized to 
negotiate. While this so-called “statutory list” was very extensive, some 1m- 
portant items were excluded from it and therefore could not be discussed at 
Geneva. One of the principal reasons for excluding such items from the list 
was the “principal supplier” rule, which although not prescribed by any law or ~ 
international agreement, was for obvious reasons followed. in practice to a very 
large extent by all the participating countries. Under the principal-suppher 
rule, each country tended to negotiate prospective tariff concessions on any 
particular item not with any minor producer but with the country mainly 
interested in supplying that item, which would also presumably be the country 
most likely to offer concessions in exchange. When the principal supplier 
of any article was for any reason not among the countries represented at 
Geneva (although it may be represented in future trade conferences), there 
was a tendency to postpone the discussion of the tariff on that article until 
the principal supplier could be present to take part in the discussion and to 
make offers of reciprocal concessions. Thus, in the absence of such countries 
as Argentina, Sweden, Denmark, Switzerland, Italy, and Turkey (to mention 
only a few countries at random), there was a general inclination to postpone 
till a future occasion, the negotiation of tariff reductions on items of which 
such countries have been or are likely to be the principal suppliers. 

Ancillary to the General Agreement are certain exchanges of notes and 
letters, additional to the one elsewhere referred to respecting a revision of the 
Canada-United Kingdom Trade Agreement of 1937. 

One of these, entitled “Agreement between Canada and the United States 
of America Supplementary to the General Agreement on Tariffs and Trade,” is 
included in today’s release. It provides for the suspension rather than the 
termination of the Canada-United States Trade Agreement of 1938, the instru- 
ments exchanged making clear that the 1938 Agreement shall be inoperative 
for such time as Canada and the United States are both contracting parties: 
to the (new) General Agreement on Tariffs and Trade. The second letter 
(also published today) records the intention of the Government of Canada to 
invite Parliament.at its forthcoming session to amend Section 5 of the Customs 
Tariff to provide that the discount of 10 per cent therein provided, for in respect 
of goods imported under the British Preferential Tariff shall not apply in respect 
of imports on which the British Preferential rate is the same as the Most- 
Favoured-Nation rate. 


CONCESSIONS SECURED BY CANADA 


Concessions secured for Canadian products in the various countries with 
which negotiations were concluded cover an extremely wide range and will be 
of interest to all parts of the Dominion. Since it is necessary in this portion 
of the statement to deal with commodities (or groups of commodities) as well 
as with countries, it may be in the interest of clarity and brevity to begin by 
summarizing the principal concessions—in terms of chief export commodities— 
granted by various countries to Canada. 


PRINCIPAL CONCESSIONS ; 

Wheat: Maximum reduction in the United States duty and _ substantial 

reductions in the customs duty and/or “monopoly charges” in France, Belgium 

and Luxembourg, Netherlands, Cuba and Norway, with binding of free entry or 

existing duty in China and Brazil. 

Coarse grains: Maximum reductions in the United States duties on oats, 
barley, rye, bran, shorts, middlings, grain hulls, screenings and scalpings. 
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Wheat flour; Maximum reduction in United States duty and reduction in 
duty and/or monopoly tax in Benelux and Cuba, as well as reduction in duties 
in French colonial possessions. 


Seeds: Maximum reductions in United States duties on alfalfa, red clover, 
alsike clover, sweet clover, and timothy, with reductions on other grass and forage 
seeds. Binding in Benelux of free entry for clover and forage crop seeds; reduc- 
; tion in Czechoslovakia on lucerne and grass seeds; and binding in France of free 
entry of clover and other forage seeds. 


Seed Potatoes: Continuance in United States of existing quota rate on certi- — 
fied seed potatoes with increase in quota from 1,500,000 bushels to 2.500,000 
bushels. . 

Free entry for seed potatoes bound in Brazil and in Cuba on seasonal basis. 


i * Turmps: Maximum reduction in United States duty. 


Sprwrituous Liquors: Substantial reduction in United States duties on whisky 
and gin. 

Apples: Reduction in duties in United States on fresh apples and maximum 
reduction on dried and canned apples. Reductions by Benelux on fresh and 
dried apples; by France on fresh and dried apples and apple juice; and by 
Norway on fresh apples. 


) Berries: Reductions in United States duties on blueberries, both frozen and 
| canned, as well as on other frozen berries. 


Cattle: Binding of the United States rate of 14 cents per lb. on cattle weigh- 
ing 700 lbs. or more each together with an enlargement of the quota from 225,000 
head to 400,000 head; and-binding of the rate of 14 cents per lb. on calves with an 
enlargement of the quota from 100,000 head to 200,000 head. 


Dairy Products, Eggs, Etc.: Maximum reduction in United States duties 
on live poultry of all kinds; on all dressed poultry other than turkeys; and on 
baby chicks, canned chicken and dead game birds. 

Quota retained on fresh cream but quota rate reduced from 28-3 cts. per 
gallon to 20 cts. Quota retained on whole milk, but quota rate reduced from 
3icts. per gallon to 2 cts. Reductions in rates on skimmed milk and buttermilk, 
condensed milk (sweetened and unsweetened), whole milk dried, and skim milk 
and buttermilk, dried. | 


Butter: United States duty reduced from 14 cts. to 7 cts. per lb. on global 
quota of 50,000,000 pounds. 
Reductions in duties in France on concentrated milk, butter and cheese. 


Cheese: United States duty reduced on cheddar cheese. 


Cod fillets: Continuance in the United States of the existing quota and quota 
rate but with a binding of the ex-quota rate of 24 cents per pound (not bound 
under the existing Agreement). 


Other fisheries products: Maximum reductions in United States duties on 
fresh or frozen salmon and halibut; reductions in duties on other fresh fish, on 
smoked or kippered herring, on pickled salmon, and on cod, dry or green salted, 
pickled, ete. 

Binding by Benelux of free entry of fish, fresh or chilled, salted, smoked or 
dried; reduction by France on canned salmon and canned lobster; reduction by 
Brazil on dry salted codfish and by Cuba on dried codfish; reductions by Czecho- 
slovakia on salted herrings and preserved salmon; by India on canned fish; and 
by Norway on canned lobster, canned salmon and salted salmon. 


Lumber: Maximum reductions in United States duty, as well as in LR.C, 
tax, on sawn and dressed boards, planks, etc. of fir, hemlock, spruce, pine and 
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larch. Maximum reductions also in duties on red cedar plywood, veneers (other 
than of birch or maple, which are bound at 10 p.c.), and binding of free entry for 
wood pulp, poles, ties, staves, ete. 

Binding by Benelux of free entry for logs, pulpwood and wood pulp and of 
low rates on veneer sheets and tongued and grooved wood; reductions in French 
duties on logs, pulpwood; veneer leaves, tongued and erooved wood, and wood: 
pulp; and by India on Douglas fir timber, 


Base metals: Reduction by one-third of United States duty on aluminum 
metal and by 50 per cent of the duties on aluminum plates, sheet, scrap, etc. 
Maximum reduction on magnesium, tantalum, cadmium, nickel in all forms 
except tubes and tubing, and zinc sheets, scrap and dross, together with binding 
of free entry and maximum reduction in I.R.C, tax on all copper. 

Binding by Benelux of free entry for lead and zinc ores; copper in pigs, 
ingots, etc.; nickel in ingots, plates, etc. ; aluminum in ingots, plates, etc.; and 
zinc ingots. 

Binding by France of free entry for important ores and reductions in duty 
on various forms of copper, nickel, aluminum and zinc and free entry for lead 
ingots. 

Binding by Czechoslovakia and Norway of free entry for certain forms of 
copper, nickel, aluminum, and cadmium. ~ 


Non-metallic minerals: Numerous reductions in various countries in duties 
on mica, tale, and corundum, with continuance of free entry of asbestos in United 
States, Benelux, and Czechoslovakia, and of free entry in United States of coal 
and coke, artificial abrasives ( crude), calcium cyanide, gypsum, stone, and sand 
(including nepheline syenite). 


Chemicals: Maximum reductions in United States duties on acetic anhydride, 
vinyl acetate and synthetic resins, selenium dioxide and tellurium compounds, 
aluminum hydroxide, ammonium nitrate, calcium carbide, acetylene and other 
blacks, and salt, with reductions in duties on acetic acid and crude barytes. 


' Manufactured Goods: Reductions in United States duties on electric stoves 
and many other appliances employing an electric element; aircraft and parts, 
pleasure craft, reciprocating locomotives, many articles and wares of metal, 
paint-brush handles, baby carriages, canoes and paddles, mop handles, skis, 
hockey sticks, toboggans, and equipment for exercise or play; pipe organs and 
parts, rubber substitutes and synthetic rubber. Continuance of free entry for 
agricultural implements. 

Reductions or binding of free entry or low rates in one or several of Benelux, 
France, India, Norway, Brazil, Chile, China, Cuba, and Czechoslovakia on such 
goods as soaps, synthetic rubber, rubber belting, agricultural implements, lamps 
and lanterns, heating and cooking apparatus, insulators, ice skates, aircraft and 
parts, domestic refrigerators, rubber tires, sewing machines, electrodes and 
batteries, knitting-machine needles, bronze powder, and skis. 

As regards the United States, it should be stated in general that the new 
Agreement. preserves and continues for Canada practically all the advantages 
obtained in former trade agreements (including the binding of free entry of 
goods of the kinds which represented approximately two-thirds of all Canadian 
exports to the United States during 1939) and embodies new and often maximum 
concessions on a large proportion of the remainder. 


General Products: Reductions in United States duties on maple syrup, maple 
sugar, honey, hay, straw, millet, dried peas, beef and veal, edible offal, lamb, 
mutton, wool, dried and frozen eggs, canned fruits, dried potatoes, potato starch, 
‘onions, various fresh vegetables, certain processed and canned vegetables, soups, 
juices and sauces, most vegetable seeds, tobacco, etc. | 
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CONCESSIONS ON AGRICULTURAL PRODUCTS 


Grain, Grain Products and Hay 


United States: Under the Geneva Agreement concessions are obtained on 
33 commodities in the grain, grain products and hay group. The maximum 
reduction of 50 per cent of the rate of duty in effect at the beginning of the year 
1945 applies to 18 products, some reduction is obtained on 9 commodities and a 
binding by inclusion in the Schedule of new duties with no change in the rate, 
is provided for in the case of 6 products. 

The duty on wheat is reduced from 42 cents a bushel to 21 cents a bushel 
and the quota provision which limited imports to 800,000 bushels annually is 
to be removed. There is no change in the Canadian most-favoured-nation tariff 
which remains at 12 cents per bushel. The duty on wheat flour is reduced from 
$1.04 per 100 pounds to 52 cents per 100 pounds and the quota is to be removed. 
Prior to this agreement United States imports of wheat flour were limited to 
4,000,000 pounds annually. The Canadian tariff remains unchanged at 50 cents 
per barrel. The United States import duty on barley is reduced from 15 cents 
a bushel to 74 cents, on oats from 8 cents to 4 cents and on rye from 12 cents to 
6 cents a bushel. Canada reciprocates by reducing import duties on coarse grains 
to the same level as the United States. Canada also reduces the duty on 
imported corn by 2 cents to 8 cents a bushel. The former rate was 10 cents a 
bushel. 

The maximum reduction of 50 per cent is obtained also from the United 
States on semolina from $1.04 to 52 cents per 100 pounds; pearl barley from 
1 cent to 4 cent per pound; millet from 1 cent to 4 cent per pound; dried beans 
from 3 cents to 14 cents per pound during the period May 1 to the following 
August 31; dried peas from 14 cents to § cent per pound; soya beans from 2 cents 
to 1 cent per pound; hay from $2.50 to $1.25 per ton; bran, shorts and middlings 
from 5 per cent to 24 per cent; dried beet pulp from $3.75 to $1.90 per ton; malt 
sprouts and brewers’ grains from $2.50 to $1.25 per ton; grain hulls from 5 cents 
to 24 cents per 100 pounds; screenings and scalpings from 5 per cent to 23 per 
cent ad valorem. : 

Some reduction in the United States tariff rate is received on wheat starch 
from 14 cents to 1 cent per pound; barley malt from 40 cents to 30 cents 
per 100 pounds; rye flour from 45 cents to 30 cents per 100 pounds; rye malt 
from 35 cents to 30 cents per 100 pounds; buckwheat. from 15 cents to 10 cents 
per 100 pounds; buckwheat flour from 30 cents to 20 cents per 100 pounds; 
split peas from 14 cents to 1 cent per pound; rape seed from free plus 2 cents 
revenue tax to free plus 1 cent per pound; straw from 75 cents to 50 cents 

er ton. 

; On the following grain and grain products there are no changes in the 
rates of duty which have been bound against increase by inclusion in the 
Schedule. The bound items include, wheat, unfit for human consumption at 
5 per cent; wheat when manufactured into flour in the United States and the 
flour exported, exempt from duty; unhulled ground oats at 24 cents per 
100 pounds; rolled oats and oat meal at 10 per cent, but not less than 40 cents 
nor more than 80 cents per 100 pounds; cereal breakfast foods at 10 per cent; 
and mixed feeds at 5 per cent ad valorem. 


Benelux: Although in past years wheat imported into the Netherlands, 
Belgium and Luxembourg has been admitted free of any customs duty, imports 
have been subject to a varying monopoly fee in the Netherlands and a cor- 
responding duty in the Belgium-Luxembourg Economic Union. These restrictive 
devices had the same effect as a customs duty and due to their variability made 
trading in wheat and wheat flour with these countries uncertain and speculative. 
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Under their stabilization programs the domestic selling prices of wheat and — 
flour were frequently maintained at levels considerably above the world prices 


for these products. ; 
At Geneva, Canada negotiated a wheat agreement with Benelux which 


provides that. imported wheat will continue to be admitted free of customs duty . 


and the selling price of wheat in the Netherlands, Belgium and Luxembourg 
shall not.exceed the average landed cost of imported wheat by more than 
4 florins per 100 kilograms in the Netherlands and 66-08 francs per 100 kilo- 
erams in Belgium and Luxembourg. This maximum import duty corresponds 
to about 40 cents per bushel. In order to carry out their price stabilization 
program, in the event of a sharp decline in world wheat prices, the agreement 
provides that the selling price shall not be required to be reduced by more than 
1 florin or 16-52 francs respectively or 10 per cent, whichever is the less, in any 
six-week period. This means that the domestic selling price of wheat in the 
Benelux countries must follow world prices down on a graduated scale and 
when prices move to lower levels by reason of the agreement they will have 
the intended effect of discouraging domestic production. 

The agreement contains a mixing regulation which provides that not more 
than an-average of 385 per cent per annum of domestic wheat or similar domestic 
products including potato flour, shall be required to be mixed with imported . 
wheat in the production of flour. . 

The wheat flour agreement with the Netherlands provides for the free 
entry of a quantity not in excess of 50,000 metric tons per year and 3 per cent 
ad valorem for imports in excess.of this quantity. Imports into Belgium and 
Luxembourg are subject to a duty of 3 per cent. The monopoly and cor- 
responding charges on imported flour are limited to the equivalent of those 
imposed on wheat. 


Belgian Congo: Continued free entry is obtained for wheat flour, oat meal 
and rolled oats. 


Brazil: The tariff on wheat, wheat flour and barley malt is bound agains 
increase. 5 | 


China: The rate of duty on wheat and wheat flour is bound against 
increase in the tariff schedule at 15 per cent. The duty on malt is reduced 
from 15 per cent to 124 per cent and the duty on oat meal continues at 25 per 
cent ad valorem. 


Cuba: Substantial concessions are obtained from Cuba. The duty on wheat 
is reduced from 40 cents per 100 kilograms to 16 cents and on wheat flour the 
duty is reduced from $1.30 to 83 cents par 100 kilograms. It is further provided 
that the United States preference on wheat flour shall not exceed 20 cents per 
100 kilograms. The duty on rolled oats is bound at $1-625 per 100 kilograms 
and the duty on brewers’ malt is reduced from 30 cents to 25 cents per 
100 kilograms. 

France: Before the war France imposed an ad valorem duty of 50 per cent 
on imported wheat and in order to encourage increased home production France 
maintained the domestic price of wheat 100 to 200 per cent above the world 
price. In the agreement which Canada negotiated with France at Geneva 
important concessions in the rate of duty and the domestic selling price are 
obtained. France agrees to reduce the import duty to 30 per cent and further 
agrees that the selling price shall not exceed by mere than 15 per cent the average 
landed cost duty-paid of imported wheat. The agreement provides further that 
in the event of wide fluctuations in world wheat prices the amount of the 
negotiated maximum protection may be adjusted subject to agreement between 
Canada and France. 
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Other concessions on grain and grain products obtained from France under 
the General Agreement are a reduction of the import duty on barley from 50 to 
40 per cent, rolled oats 50 to 30 per cent and flax seed 12 to 8 per cent ad valorem. 


French Colonies: Concessions obtained from the French Colonies on wheat 
flour are as follows: French West Africa from 7 per cent to 5 per cent; French 
Guiana from 3 per cent to free; Guadeloupe from 10 per cent to 5 per cent and 
in Martinique from 12 per cent to 8 per cent ad valorem. 


Norway: Free entry of wheat, wheat flour, oats and barley is bound against 
change in the General Agreement. Canada negotiated a special wheat agreement 
with Norway which limits the price paid to producers of wheat. The Agreement 
provides that during the next three years the average purchase price of domestic 
wheat shall not exceed by more than 30 per cent the average price paid for 
imported wheat, c.i.f. Norwegian ports, during the same period. 


LIVESTOCK AND LIVESTOCK PRODUCTS 


United States: Concessions in the United States tariff are obtained under the 
General Agreement on 24 products in the livestock and livestock products 
group. On 6 products the full 50 per cent reduction is obtained. Some reduction 
is received on 5 products and for 13 products the rate is unchanged but as these 
items are included in the Schedule the import duties are bound against increase. 

The tariff quota on live cattle over 700 pounds in weight is increased from 


| 225,000 head per calendar year to 400,000 head for the twelve months commencing 


April 1. Under the 1988 Trade Agreement with the United States imports were 
limited to 60,000 head per calendar quarter. If quotas were filled in the first 
nine months of the year this would leave 45,000 head in the annual quota for 
admission at the reduced rate of duty in the last calendar quarter. The agreement 
negotiated with the Unites States at Geneva provides for a quarterly quota of 
120,000 head with a possible residual of 40,000 head in the last three months 
of the quota year if earlier quarterly quotas are filled. Under the present arrange- 
ment it is agreed that the quota year will start on April 1, thus assuring a full 
quota of 120,000 head in the three months October, November and December, the 
period of heavy marketings. 

Within the tariff quota of 400,000 head the rate of duty continues at 14 cents 
per pound. On imports of heavy cattle in excess of the quota the duty is 


reduced from 3 cents to 24 cents per pound. 


Under the general Raeeenent the tariff quota for calves weighing up to 200 
Beads each is increased from 100,000 head to 200,000 head. The rates of duty 
contiue unchanged at 14 cents per pound within the quota and 24 cents per pound 
on imports in excess of the 200,000 head. No quota limitation is placed on 
imports of dairy cows and the rate of duty continues at 14 cents per pound. 

A concession of major importance to beef producers and the meat packing 
industry in Canada is obtained under the General Agreement on beef and 
veal fresh, chilled or frozen. The United States import duty is reduced from 6 
cents per pound to 3 cents per pound. In the year 1927 when the import duty 
on dressed beef entering the United States was 3 cents per pound Canada 
exported 53 million pounds for which the cattle equivalent was approximately 
100,000 head. If as a result of the Geneva agreement trade is resumed on this 
scale it will ease the pressure on the United States live cattle import quotas, 
increase returns to producers and provide employment in Canada for workers 
in the meat packing industry. 

The Geneva agreement provides for a reduction in the effective duty from 
3 cents per pound with a minimum of 15 per cent to 14 cents per pound with a 
minimum ad valorem duty of 74 per cent on edible animal livers, kidneys, 
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tongues, hearts, sweetbreads, tripes and brains, fresh, chilled or frozen. On 
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practically all livestock and livestock products Canada has reciprocated by | 


tariff reductions to the same level as the United States. 

Under the General Agreement the maximum reduction of 50 per cent in 
the United States duty is also obtained for lamb from 7 cents to 35 cents per 
pound; mutton from 5 cents to 24 cents per pound; frozen pork from 23 cents 
to 14 cents per pound; and meat pastes, except beef, from 6 cents per pound 
with a minimum of 10 per cent to 3 cents per pound with a minimum of 
10 per cent ad valorem. 

' Some reduction in duty is obtained for horses, from $15 to $10 per head 
for horses valued at less than $150 per animal and from 174 per cent to 15 per 
cent for horses valued over $150 each; canned meats, except canned beef, from 
3 cents per pound but not less than 20 per cent to 3 cents with a minimum 
rate of 10 per cent. In the case of the wool tariff which the United States 


negotiated with Australia there is a general reduction of 25 per cent in import - 


duties. Although this concession was granted directly to Australia, Canada 
as a contracting party to the General Agreement and all other signatories will 
enjoy the same reduced rates on a most-favoured-nation basis. 

The United States import duty continues unchanged on the following live- 
stock and livestock products which by inclusion in the Schedule of the General 
Agreement are bound against increase; live hogs 1 cent per pound; fresh and 
chilled pork 14 cents per pound; bacon and hams 2 cents per pound; sausage 
casings, free entry; pure bred animals (except silver and black foxes) for 
breeding purposes, free. : 


Other Countries: Concessions in countries, other than the United States, 
of importance to Canadian livestock producers and the industry include a 
continuation of free entry for cattle, calf, horse and sheep hides into France; 
the duty on frozen and chilled beef imported by France is fixed in the agreement 
at 40 per cent ad valorem. Indo-China establishes a rate of 10 per cent for 
salted hams and bacon, and Cuba continues to provide free entry for pure 
bred cattle. 


DAIRY PRODUCTS 


United States: Concessions are obtained from the United States on 15 
products in the dairy products group. On five products the maximum reduction 
of 50 per cent is obtained through the General Agreement. Some reduction is 


received on six products and a binding of the rates by inclusion in the Schedule 


of the General Agreement applies to four products. 

The United States import duty on skin milk powder is reduced from three 
cents per pound to 12 cents per pound. The former rate or whole milk powder was 
6%42 cents, the effective new rate is 3149 cents per pound. The corresponding 
Canadian duty on these products continues at 5 cents per pound. The United 
States import duty for cream powder is reduced from 124 cents to 64 cents 
per pound and for lactose the rate is cut from 50 per cent to 25 per cent 
ad valorem. The concession on butter received by New Zealand from the 
_ United States is of interest to Canada. The rate of 14 cents per pound is 
reduced to 7 cents per pound on a tariff quota of 50 million pounds imported 
during the period November 1 to the following March 31. Canada can parti- 
cipate in the quota which is open to all most-favoured-nation countries at the 
reduced rate. When the quota is filled, and outside the quota period, the 
import duty rate of 14 cents per pound is applicable. . 

The concession obtained from the United States on cheddar cheese is of 
particular interest to the dairy industry. The former rate of duty was 4 cents 
per pound with a minimum ad valorem rate of 25 per cent. The new rate is 
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34 cents per pound with a minimum of 174 per cent ad valorem. The corres- 
ponding Canadian import duty is reduced from 7 cents to 34 cents per pound. 
The tariff quota on whole milk continues at 3,000,000 gallons but the rate 


_ of duty on this quantity is reduced from 34 cents per gallon to 2 cents per gallon. 


The rate on any quantity imported into the United States in excess of 3,000,000 — 
gallons continues at 64 cents per gallon. 

The tariff quota on cream is unchanged at 1,500,000 gallons. The duty 
on this quantity is reduced from 28°49 cents per gallon to 20 cents per gallon. 
Cream in excess of the quota continues to be subject to a duty of 56% 9 cents 
per gallon. | 

Under the General Agreement Canada benefits from a reduction in the rate 
on unsweetened evaporated milk from 14 cents to 1 cent per pound and a 
reduction on sweetened condensed milk from 2 cents per pound to 13 cents. The 
Canadian import duty on these products continues at 3% cents per pound. The 
duty on buttermilk powder imported into the United States remains unchanged 
at 12 cents. 

Benelux: Cheese, hard or medium hard which includes Canadian cheddar 
has been subject to an import duty of 15 per cent and in addition a monopoly 
duty equivalent to 10 cents per pound in the Netherlands. Under the General 
Agreement the monopoly duty is eliminated and the only duty imposed is the 
ad valorem rate of 15 per cent. In the Belgian Congo evaporated, condensed and 
dried milk continue to enter free of duty. 


France: Under the Agreement unsweetened evaporated milk is subject to 
a duty of 10 per cent. The rate on condensed milk is reduced from 20 per cent 
to 15 per cent. The duty on cheese is cut from 20 per cent to 15 per cent and 
the butter duty is reduced from 30 per cent to 25 per cent. 


Norway: The import duty on cheese remains unchanged at Kr. 1:20 per 
kilogram. 


EGGS AND POULTRY 


United States: Substantial reductions in duty were obtained from the United 
States on all products of interest to Canada in the egg and poultry group. For 
5 products the maximum reduction of 50 per cent is received and on 7 products 
some reduction is obtained. The duty on live poultry entering the United States 
is reduced from 4 cents a pound to 2 cents. The corresponding Canadian import 
duty is 15 per cent. The former duty on baby chicks imported into the United 
States was 4 cents each. Canada obtains a new rate of 2 cents each and 
reciprocates. For dressed poultry, exclusive of dressed turkeys, the United 
States rate is reduced from 6 cents a pound to 3 cents a pound. On other dead 
birds, except turkeys, the rate is cut from 5 cents to 24 cents per pound. The 
Canadian rates on these items continue at 15 per cent. On canned chicken the 
United States rate which formerly was 10 cents a pound is now 5 cents a pound. 
The Canadian rate is reduced from 30 per cent to 20 per cent. 

Canada obtains an important concession in fresh eggs by the reduction in 
the United States duty from 5 cents per dozen to 34 cents per dozen. Canada 
reciprocates in this reduction. The import duty on’ frozen whole eggs, frozen 
egg yolk, and frozen egg albumen entering the United States is cut from 11 cents 
per pound to 7 cents. Through the Geneva agreement the following reductions 
are received from the United States: dried whole eggs, dried egg yolk and dried 
ege albumen from 27 cents to 17 cents per pound. The Canadian duty is main- 
tained at 25 per cent ad valorem on dried egg products. 


APPLES 


One of Canada’s most important contributions to the General Agreement 
on Tariffs and Trade which has for its purpose the reduction of tariffs, the 
elimination of tariff preferences and other trade restrictions is the relinquishing 
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of the apple preference in the United Kingdom. Canadian apples have always 
enjoyed free entry into the United Kingdom market. Through the Ottawa agree- 
ment in 1932 a duty of 4s. 6d. per hundredweight was imposed on non-Empire 
apples. In the 1938 Trade Agreement between the United States and the United 
Kingdom this duty was reduced to 3s. per hundredweight for the period August 16 
to April 15. At Geneva, Canada agreed to the elimination of the apple preference 
during the Northern Hemisphere marketing season so that now apples from all 
sources enter the United Kingdom market free of duty from August 16 to April 15 
inclusive. During the balance of the year the duty continues at 4s. 6d. per 
112 pounds. 

Compensation for the apple concession is obtained mainly from the United 
States but it cannot be matched with any single item among the United States 
concessions. It is a part of a mutually advantageous agreement between Canada 
and its neighbour and other contracting parties. 

Apart from the treatment of the preference in the United Kingdom market 
Canada and the United States entered into negotiations at Geneva with a view 
to reducing their existing tariffs on apples. The Canadian duty has amounted 

to approximately 60 cents per bushel compared with the United States duty of 
~ 15 cents per bushel of 50 pounds. In the Geneva agreement the United States 
agrees to reduce its duty to 124 cents per bushel and Canada agrees to a rate 
of 3 cent per pound equivalent to 374 cents per bushel of 50 pounds for the 
period July 13 to May 19 inclusive. During the period May 20 to July 12 
inclusive Canada agrees to admit apples free of duty. 

For canned apples the United States duty is reduced the maximum of 
50 per cent from 24 cents per pound to 14 cents per pound. The maximum 
reduction of 50 per cent is also obtained from the United States for dried apples. 
The former rate of 2 cents per pound now becomes 1 cent per pound. 


Benelux: An important concession on fresh apples and pears is obtained in 
Benelux where a customs duty of 12 per cent and a monopoly charge of 40 per 
cent were imposed on imports. Under the Geneva agreement the customs duty 
and Netherlands monopoly duty or corresponding Belgium-Luxembourg charge 
together shall not exceed 20 per cent during the period from June 1 to January 31 
inclusive. From February 1 to May 31 the customs duty is limited to 6 per cent 
without any monopoly duty or corresponding charge. On dried apples and pears 
Benelux cuts the duty from 15 per cent to 12 per cent and the rate on apple juice 
continues at 20 per cent ad valorem. 


Brazil: Brazil agrees to the continued free entry of fresh and dried apples. 


Czechoslovakia: The customs duty on fresh apples entering Czechoslovakia 
is reduced from Kes, 300 per 10 kilograms to Kes. 75 from November 1 to May 31 
and on dried apples and pears from Kes. 300 to Kes. 50 per 100 kilograms. On 
other dried fruit the former rate of Kes. 300 becomes Kes. 100 per 100 kilograms. 


France: The effective rate of duty on fresh apples imported into France 
has been 15 per cent ad valorem. In the Geneva agreement France agrees to a 
rate of 12 per cent from August 1 to February 14, then 8 per cent from February 15 
to March 31 and 6 per cent from April 1 to May 31. From June 1 to July 31 
the duty is 8 per cent. France further agrees to reduce the duty on dried apples 
from 15 per cent to 10 per cent. and on apple juice from 20 per cent to 10 per cent. 
In Indo-China the ad valorem duty of 15 per cent which was effective throughout 
the year now applies to the period July 1 to March 31 with free entry guaranteed 
from April 1 to July 30. 


Norway: The effective duty on fresh apples imported into Norway was 80 Kr. 
per 100 kilograms from August 1 to March 15 and 40 Kr. from March 16 to 
July 31. The new rates are 80 Kr. per-100 kilograms from August 1 to Febru- 
ary 15, 40 Kr. From February 16 to March 15 and 20 Kr. per 100 kilograms from 
March 16 to July 31. 
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While the United Kingdom will continue to be an important export market 
for Canadian apples they will meet more competition there in future from outside 
sources and from increasing domestic production. Since 1982 Canada has relied 
almost entirely on a single export market in the United Kingdom where competi- 
tion from a large English crop has at times resulted in low returns to the 
producers. The Geneva agreement opens up new and wider markets which in 
the long run will compensate and should be to the advantage of the advantage 
of the Canadian apple growers. 


POTATOES 


United States; Canada obtains an important concession from the United 
States on certified seed potatoes through the enlargement of the tariff quota from 
1,500,000 bushels to 2,500,000 bushels for importation during the twelve months 
commencing September 15. The rates of duty remain unchanged at 374 cents 
per 100 pounds or 223 cents per bushel within the quota. Imports of certified 
seed potatoes in excess of 2,500,000 bushels are subject to the full duty of 75 cents 
per 100 pounds, which is equivalent to 45 cents per bushel. 

With respect to table potatoes the United States removes the intermediate 
rate of 60 cents per 100 pounds which applied from December 1 to the last day 
of the following February. No concession is obtained in the United States quota 


tariff and the quota of 1,000,000. bushels remains unchanged. The rate of 374 


cents per 100 pounds or 224 cents per bushel now applies throughout the year 
commencing September 15 to the quota of 1,000,000 bushels. Imports in excess 
of this quantity pay the full rate of duty of 75 cents per 100 pounds. 

The Geneva agreement provides for a reduction in the United States duty 
on dried potatoes from 23 cents to 14 cents per pound and the duty on potato 
starch is reduced from 13 cents per pound to 1 cent. 


Others Countries: Brazil binds free entry certified seed potatoes. With 
respect to certified seed potatoes Canada obtains from Cuba treatment similar 
to that accorded to the United States with free entry guaranteed from Septem- 
ber 1 to January 31. France reduces the rate of duty on certified seed potatoes 
from 30 per cent to 15 per cent within the limits of a quota. Seed potatoes 
in excess of the quota and table potatoes are subject to a duty of 30 per cent 
from July 1 to the last day of February. Outside this period the duty is 
25 per cent. In French Guiana the rate of duty on all fresh potatoes is reduced 
from 15 per cent to free. 


Canada: The Canadian tariff on potatoes remains unchanged. From 
June 15 to July 31 a duty of 374 cents per 100 pounds continues to be imposed 
on table potatoes. During the balance of the year table potatoes enter Canada 
free of duty. Under the Canadian tariff certified seed potatoes are admitted 
duty free. 


TURNIPS AND BLUEBERRIES 


The Maritime Provinces and Ontario will be particularly interested in 
the concessions obtained from the United States on turnips and rutabagas and 
blueberries and the province of Quebec will share this interest in the case of 
blueberries. 

In 1946 Canada exported over 3 million bushels of turnips and rutabagas 
valued at $2 million to the United States. This trade originated mainly in 
Ontario and Prince Edward Island. In the 1935 Trade Agreement with the 
United States the import duty on turnips was reduced from 25 cents per 
100 pounds to 124 cents. In the 1938 agreement this reduced rate was confirmed. 
The new Geneva agreement provides for the maximum reduction in the United 
States duty on turnips and rutabagas from 124 cents to 64 cents per 100 pounds. 

Approximately 15 million pounds of blueberries were shipped to the United 


States in 1946 from Eastern Canada valued at over $3 million. The 1930 


United States Tariff Act imposed a duty of 35 per cent on frozen and canned 
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blueberries and 14 cents per pound on fresh blueberries. In the 1935 Agreement 
the duty on frozen and canned blueberries was reduced to 25 per cent. When 


the Agreement with the United States was negotiated in 1938 a reduction to > — 


174 per cent was obtained for the frozen and canned berries and the duty on 
fresh blueberries was cut to 1 cent per pound. As a result of tariff discussions 
at Geneva the United States duty on frozen and canned blueberries now becomes 
10 per cent ad valorem and the duty on fresh blueberries in confirmed at 1 cent 
per pound. © 


OTHER FRUITS AND VEGETABLES 


Under the General Agreement the basic ad valorem rate of 10 per cent 
continues to apply on fresh fruits, other than citrus fruits, and vegetables 
imported into Canada. The system of affording additional seasonal protection 
to fruit and vegetable growers by means of advances in the dutiable value of 
imports during the period when the domestic crop is coming on the market is 
discontinued. In place of this system a straight specific import duty for each 
fruit or vegetable applies for a maximum period of time, the effective dates of its 
application being dependent on the Canadian marketing season. For certain 
vegetables the agreement provides a division of the period into two parts when 
the specific duty applies in order to give protection to the producers of early 
vegetables and later to main crop producers or holders of stored stocks. ‘The 
split period arrangement applies to the following vegetables: green beans, cubbage, 
carrots, beets, cauliflower, celery and lettuce. 


OTHER TREE FRUITS AND GRAPES 


United States: Through the General Agreement the following concessions on 
tree fruits, other than apples, and on grapes were obtained from the United 
States. The import duty on fresh cherries is reduced from 1 per cent to 4 cent 
per pound and on maraschino cherries from 94 cents per pound plus 20 per cent 
to 7 cents plus 10 per cent. The United States duty on peaches remains un- 
changed at 4 cent per pound and the duty on canned peaches is reduced from 
35 per cent to 20 per cent. The duty on canned pears is reduced from 35 per cent 
to 20 per cent and for dried apricots the duty is cut from 2 cents to 1 cent per 
pound. For canned plums and prunes the duty is reduced from 35 per cent 
to 174 per cent, and on fresh fruits for which no specific provision is made in 
the United States tariff the duty is reduced from 35 per cent to 174 per cent 
The new duty on fresh grapes entering the United States is 174 cents per cubic 
foot in place of the former rate of 25 cents per cubic foot. 


Canada: Canadian specific rates of duty on tree fruits and grapes, which 
become effective with the entry into force of the General Agreement, are as 
follows: Apricots 1 cent per pound for 10 weeks; cherries 2 cents per pound for 
7 weeks; peaches 14 cents per pound for 9 weeks; pears 1 cent per pound for 
15 weeks; plums and prunes 1 cent per pound for 10 weeks. Imports of grapes 
of the Vitis Labrusca species which is the type grown commercially in Canada 
are dutiable at 1 cent per pound for 15 weeks. Grapes of the Vitis Vinifera 
species commonly known as the European or California type are admitted into 
Canada duty free. During the period of the year when the specific rates on the 
foregoing fruits are not in effect the basic duty of 10 per cent ad valorem applies. 
Fresh fruits not otherwise provided for in the Canadian tariff which formerly 
were subject to a duty of 10 per cent now enter Canada free of duty. Canada also 
removes import duties on grapefruit and oranges and grants free entry to these 
fruits the year round. Lemons and pineapples are retained on the free list. 

Canada agrees to reduce the 1938 Agreement rate of duty on imports of 
canned peaches from 34 cents to 24 cents per pound, on canned apricots and pears 
from 3 cents to 2 cents per pound and on canned pineapple from 3 cents to 2 cents 
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per pound. On canned fruits not otherwise provided for the rate is reduced from 


3 cents to 1 cent per pound. Dried plums and prunes on which a duty of 1 cent 
per pound formerly applied will now be admitted into Canada free of duty. 
The 1938 Agreement rate of 15 per cent for dried fruits not otherwise provided 
for is reduced to 10 per cent ad valorem. Canada makes a substantial reduction 
in the most-favoured-nation duty on raisins from 4 cents to 3 cents per pound, 
Commonwealth raisins remaining duty free. Other reductions in the Canadian 
tariff are as follows: dried apricots, nectarines, pears and peaches from 224 per 
cent to 15 per cent; canned fruit pulp, other than grape pulp, not sweetened, 
from 24 cents to 14 cents per pound; fruit pulp not otherwise provided for and 
crushed fruits from 24 cents to 2 cents per pound; frozen fruits from 24 cents to 
2 cents per pound; jellies, jams and marmalades from 32 cents to 34 cents 
per pound. 


British Tariff Preference: At Geneva Canada agreed to the elimination of the 
tariff preference of 7s. per hundredweight in the United Kingdom on dried apples, 
pears and peaches. Canada will continue to enjoy free entry into the United 
Kingdom for canned pears but agreed to a reduction from 15 per cent to 12 per 
cent ad valorem for non-Commonwealth countries. 


OTHER BERRIES 


United States: Apart from the concession on blueberries which is dealt with 
in an earlier section of this statement the following reductions in United States 
duties on berries are of importance to Canadian fruit growers: strawberries, 
reduced from 3 cent per pound to 4 cent per pound for the period June 15. to 
September 15; raspberries and loganberries, from # cent to 4 cent per pound, 
July 1 to August 31; lingon and partridge berries, from 3 cent to 2 cent per pound; 
other fresh berries, rate unchanged at ~ cent per pound; other frozen berries, 
from 174 per cent to 14 per cent; other canned berries, from 174 per cent to 
14 per cent; cantaloupes, from 35 per cent to-25 per cent. August 1 to 
September 15; fruit pulp, from 35 per cent to 174 per cent; currant and other 
berry jellies from 20 per cent to 10 per cent ad valorem. 


Canada: New Canadian specific rates for a definite period are as follows, 
otherwise the rate is 10 per cent ad valorem: strawberries 12 cents per pound 
for 6 weeks; raspberries and loganberries 2 cents per pound for 6 weeks; the rate 
is unchanged at 10 per cent ad valorem for edible berries not otherwise provided 
for; cranberries, 1 cent per pound for 12 weeks; cantaloupes and muskmelons, 
14 cents per pound for 8 weeks. 


OTHER FRESH VEGETABLES 


United States: In addition to concessions obtained from the United States 
on potatoes and turnips which are treated separately in this statement the 
following reductions were negotiated. The import duty on cabbage is reduced 
from 14 cents to 2 cent per pound; carrots from 25 to 124 per cent; cauliflower 
from 25 to 124 per cent from June 5 to August 5; celery from 2 cents to 1 cent 
per pound from August 1 to April 14 and from 1 cent to 4 cent per pounid from 
April 15 to July 31; cucumbers from 3 cents to 14 cents per pound from July 1 
to August 31; lettuce from 2 cents to 1 cent per pound from June 1 to October 31; 
onions from 24 cents to 12 cents per pound; green peas from 2 cents to 1 cent 
per pound from July 1 to September 30; radishes from 25 to 124 per cent from 
July 1 to August 31; beets are unchanged at 10 per cent; the rate on tomatoes is 
unchanged at 14 cents per pound but the season commencing July 15 is extended 
from August 15 to August 31; mushrooms from 10 cents plus 45 per cent to 
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5 cents per pound plus 25 per cent. On the following fresh vegetables a reduction 
from 50 per cent ad valorem to 25 per cent is obtained; asparagus, brussels 
sprouts, parsley, rhubarb, spinach and okra. 


Canada: New Canadian specific rates of duty on imported fresh vegetables 
are established in the Geneva agreement. During the period when the specific 
duty is not effective the basic rate of 10 per cent ad valorem applies. The new 
rates are as follows: asparagus 34 cents per pound for 8 weeks; cabbage %o cent 
per pound for 26 weeks; cauliflower 3 cent per pound for 20 weeks; celery 1 cent 
per pound for 24 weeks; cucumbers 24 cents per pound for 12 weeks; lettuce 1 
cent per pound for 18 weeks; green peas 2 cents per pound for 12 weeks; carrots 
and beets 1 cent per pound for 26 weeks; green beans 14 cents per pound for 14 
weeks; tomatoes 14 cents per pound for 32 weeks; mushrooms 34 cents per 
pound for 52 weeks; onions 1 cent per pound for 40 weeks; rhubard 4 cent per 
pound for 10 weeks; the rate of 10 per cent ad valorem continues unchanged for 
brussels sprouts, parsley, spinach, watercress and vegetables not otherwise pro- 
vided for. The duty on onion sets and ‘shallots is reduced from 30 to 15 per 
cent; truffles take a rate of 10 per cent ad valorem; eggplant, sweet potatoes and 
yams, whitloof or endive, artichokes, horseradish and okra enter Canada duty 
free. 


PROCESSED VEGETABLES 


United States: Through the Geneva agreement a reduction in duty from 2 
cents to 1 cent per pound is obtained in the United States tariff for canned peas. 
Other concessions in the United States tariff on processed vegetables are as 
follows: tomato juice from 10 cents to 5 cents per gallon; canned mushrooms 
from 8 cents plus 25 per cent to 5 cents per pound plus 15 per cent; canned and 
dried vegetables not specifically provided for, from 35 per cent to 174 per cent; 
soups from 35 to 174 per cent; pickled onions from 25 per cent and sauces ~ 
from 35 to 174 per cent. 


Canada: Tariff concessions made by Canada on processed vegetables are as 
follows: canned peas, beans and corn bound against increase in duty at 14 cents 
per pound; canned and dried mushrooms reduced from 203 per cent to 15 per 
cent; canned vegetables, not otherwise provided for, reduced from 20 per cent to 
15 per cent; dried vegetables reduced from 224 per cent to 20 per cent; frozen 
vegetables reduced from 25 to 20 per cent; vegetable pickles are reduced from 
324 to 224 per cent; vegetable juices and sauces from 274 per cent to 20 per cent. 


British Tariff Preference: Through the General Agreement Canada and 
other Commonwealth countries retain free entry in the United Kingdom for 
canned peas, asparagus, beans and corn, but relinquish one-half of the prefer- 
ence of 20 per cent on canned peas and beans and entry into the United Kingdom 
market at 10 per cent ad valorem is now extended to all countries. 


FORAGE CROP SEEDS 


The tariff concessions on clover and grass seeds provide a good example of 
reciprocal treatment on the part of Canada and the United States in their 
tariff negotiations at Geneva with respect to agricultural products. In most 
instances duties have been reduced on a mutually advantageous basis to the 
same level. 


United States: The United States duty on red clover seed is reduced from 4 
cents to 2 cents per pound; alsike clover from 4 cents to 2 cents per pound; 
alfalfa from 4 cents to 2 cents per pound; Sweet clover from 2 cents to 1 cent 
per pound; crimson clover from 2 cents to 1 cent per. pound; timothy seed from 
1 cent to 4 cent per pound; bent grass from 20 cents to 15 cents per pound; 
Canada bluegrass and Kentucky bluegrass seed from 24 cents to 2 cents per 
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pound; meadow fescue from 2 cents to 1 cent per pound; Chewings fescue from 
2 cents to 1 cent per pound; other fescues from 2 cents to 1 cent per pound; 
rye grass is bound against increase at 14 cents per pound; brome and crested - 
wheat grass are bound against increase at 1 cent per pound; grass seeds not 
specifically provided for from 2 cents to 1 cent per pound. 


Other Countries: Benelux binds the free entry of clover and alfalfa seed. 
Grass seeds are admitted free of customs duty with a monopoly fee of 15 florins 
or 247-80 francs per 100 kilograms. Czechoslovakia reduces the duty on alfalfa 
from Kes 350 per 100 kilograms to Kes 85 per 100 kilograms and the duty on 
grass seeds from Kes 500 to Kes 440 per 100 kilograms. France binds the free 
entry of clover and other forage crop seeds. Flax seed for sowing is free within 
quota limits. India reduces the import duty on clover and grass seeds from 
30 per cent to 15 per cent. 


Canada: In the agreement Canada reduces the import duty on all clover 


‘ and alfalfa seed from 24 cents to 2 cents a pound; timothy seed from 2 cents to 


5 cent per pound; bent grass seed from 27 per cent to 224 per cent; millet and 
rape seed from 9 per cent to 74 per cent; field seeds, not otherwise provided for, 
from 9 per cent to 74 per cent ad valorem. 


VEGETABLE SEEDS 


United States; As a result of negotiations with various countries the following 
reductions in import duties on vegetable seeds are received from the United States 
on a poundage basis: mangel seed from 2 cents to 1 cent; celery from 2 cents to 
1 cent; beet, except sugar beet, from 3 cents to 2 cents; parsnip from 4 cents to 
3 cents; turnip and rutabaga from 3 cents to 2 cents; cabbage from 6 cents to 5 
cents; radish from 3 cents to 2 cents; kale from 3 cents to 2 cents; pepper from — 
15 cents to 10 cents; kohlrabi from 8 cents to 5 cents. The duty on the following 
vegetable seeds are bound against increase, parsley at 2 cents; carrot at 3 cents; 
cauliflower at 25 cents; spinach at 4 cent; vegetable seeds not specifically 
provided for, from 3 cents to 2 cents per pound.. 


Canada: The following concessions are agreed to by Canada on a poundage 
basis when in packages weighing more than one pound each; mangel and turnip 
seed from 4 cents to 2 cents; beet, not including sugar beet, from 3 cents to 2 
cents; parsley and parsnip are bound against increase at 2 cents; radish, leek, 
lettuce, carrot, borecole or kale from 3 cents to 2 cents; cabbage and cucumber 
from 5 cents to 4 cents; tomato and pepper from 10 to 74 cents; cauliflower from 
15 cents to 124 cents; onion from 20 cents to 15 cents; root, garden and other 
seeds not otherwise provided for, from 5 cents to 24 cents per pound. Field, root, 
garden and other seeds in packages weighing one pound each, or less, from 25 
per cent to 20 per cent ad valorem. 


NURSERY AND GREENHOUSE STOCK 


United States: Growers of nursery and greenhouse stock and bulb growers 
receive substantial concessions from the United States through the Geneva 
agreement. United States import duties are reduced as follows: grafted or 
budded fruit trees, cuttings and seedlings of fruit vines, plants or bushes, from 25 
per cent to 124 per cent; grafted roses from 4 cents to 2 cents each; grafted or 
budded plants, cuttings and seedlings of ornamental trees, shrubs and vines, and 


-all nursery or greenhouse stock, not specifically provided for, from 25 per cent 


to 124 per cent; cut flowers, except orchids, from 25 per cent to 125 per cent; 

hyacinth bulbs from $4 to $2 per thousand; crocus corms from $1 to 50 cents 

per thousand; narcissus bulbs from $6 to $5 per thousand; bulbs, roots, etc., not 

elsewhere specified, from 15 per cent to 10 per cent; tulip bulbs are bound against 

increase at $3 per thousand; seedlings, layers, and cuttings of tree fruit stock 
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are bound against increase at $2 per thousand; and a binding rate applies to 


seedling roses at $1 per thousand. The duty on tree and shrub seeds is reduced | 


from 4 cents to 3 cents per pound. The tariff rate on flower seeds remains 
unchanged at 3 cents per pound; and on seeds not specifically provided for the 
duty is reduced from 8 cents to 2 cents per pound. 

- Canada: The Canadian duties on most nursery and florist stock items remain 
unchanged and are bound against increase in the new agreement. In the case 
_of the florist stock tariff item which includes palms, ferns, rubber plants, gladioli, 
cannas, dahlias and peonies, the duty is reduced from 20,3; per cent to 174 per 
cent. The duty on azaleas, rhododendrons, rose stock and other stock for 
grafting or budding, not otherwise provided for, is reduced from 15 to 123 per 
cent; cut flowers, except orchids, take a new rate of 124 per cent, the former rate 
was 25 per cent. The duty on trees, shrubs, vines, plants, roots and cuttings 
commonly known as florist or nursery stock, not otherwise provided for, is 
reduced from 174 per cent to 124 per cent ad valorem. 


FURS AND FUR BEARING ANIMALS 


United States: The duty of 15 per cent ad valorem on live silver or black 
foxes imported into the United States is bound against increase. In the 1938 
Trade Agreement with Canada the United States reduced the duty on dressed 
or undressed silver or black fox furs or skins from 50 per cent to 374 per cent. 
In the Geneva agreement this rate is confirmed and bound against increase. 
Other undressed furs and fur skins, not specifically provided for, including mink 
and muskrat are free of duty on importation into the United States and in the 
Geneva agreement the duty-free entry is bound. 

Substantial reductions are received from the United States on dressed 
furs and fur skins. If not dyed, marten, otter, beaver, fisher, raccoon, wolf, 
ermine, lynx, chinchilla, sable, fox other than silver or black and mink take a 
rate of 74 per cent in the General Agreement. If not dyed, muskrat, squirrel, 
skunk, badger and weasel are admitted at a rate of 124 per cent. When dyed 
the rates of duty set forth above are increased by 24 per cent. 


Other Countries: Benelux continues to admit raw furs free of duty, dressed 
furs at 6 per cent and made-up furs at 24 per cent. Brazil reduces the rate 
of 58-24 cr. per legal kilogram on whole skins prepared or tanned to 29-12 cr. 
China binds a duty of 10 per cent on undressed furs and 20 per cent on dressed 
or dyed furs. Czechoslovakia confirms free entry for fox skins. France binds 
the free entry of raw furs, reduces an ad valorem rate of 15 per cent on prepared 
sea otter and beaver skins to free entry and the import duty on other prepared 
furs is reduced from 15 per cent to 10 per cent. 


SPECIAL PRODUCTS, INCLUDING MAPLE PRODUCTS, 
HONEY AND TOBACCO 


Umted States: The concessions received from the United States on maple 
sugar and maple syrup will be of interest to producers in the province of Quebec 
particularly. Prior to the 1935 Trade Agreement the rates of duty on these 
products were 6 cents and 4 cents per pound respectively. The duty on maple 
sugar was reduced in the 1935 Trade Agreement to 4 cents per pound without 
any reduction in the duty on maple syrup. The 1938 Trade Agreement provided 
for a 50 per cent reduction from the rates on both products in force prior to 
the conclusion of the 1985 Trade Agreement, or effective rates of 3 cents per 
pound on maple sugar and 2 cents per pound on maple syrup. The 1938 
Agreement rates of duty are reduced in the Geneva Agreement to 2 cents per 
pound on maple sugar and 14 cents per pound on maple syrup. The duty on 
honey imported into the United States is reduced from 14 cents per pound to 
1 cent per pound. The United States duties on most types of tobacco are 
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reduced substantially. On manufactured and unmanufactured tobacco, not 


specially provided for, the duty is reduced from 35 cents per pound to 174 cents 
per pound. In the agreement the United States binds the duty of unmanu- 
factured flax, hackled, at 14 cents per pound; flax, not hackled, at 3 cent per 
pound; flax tow at 3 cent per pound and flax straw at $1.50 per ton. The 
duty on flax noils is reduced from 4 cent per pound to 4 cent per pound. The 
duty on hops, valued at 50 cents or more per pound, is reduced from 24 cents 
to 12 cents per pound. Peat moss of poultry and stable grade is bound at 
50 cents per ton and the free entry of peat moss, fertilizer grade, is bound. 
Evergreen Christmas trees imported into the United States are subject to a 


duty of 5 per cent ad valorem. This rate is confirmed in the Geneva Agreement. 


France; In the General Agreement France reduces the duty on maple syrup 
and maple sugar from 130 per cent to 30 per cent ad valorem. 


Canada: The duty on honey entering Canada continues at 14 cents per 
pound and the rate is bound against increase. The duty on beeswax, unrefined, 
is reduced from 18 per cent to duty free and beeswax, not otherwise provided 
for, from 18 to 15 per cent. The Canadian import duty on unmanufactured 
tobaceo of the Turkish type, unstemmed, is reduced from 40 cents per pound 
to 30 cents per pound; on unmanufactured, stemmed tobacco of the Turkish 
type, the duty is reduced from 60 cents per pound to 40 cents per pound. With 
respect to unmanufactured tobacco, not otherwise provided for, the duty on 
unstemmed leaf is reduced from 40 cents per pound to 20 cents per pound; and 
the duty on stemmed tobacco is reduced from 60 cents per pound to 30 cents 
per pound. The Canadian import duty on hops remains unchanged at 10 cents 
per pound and this rate is bound against increase. 


CONCESSIONS ON FOREST PRODUCTS 


Lumber and Shingles: Under the Geneva Agreement, Canada obtains a 
number of new concessions on lumber and its products, particularly with regard 
to exports to the United States. These concessions apply not only to the tariff 
but also to the Internal Revenue Code tax imposed on imports, which has for 
some time past been more burdensome than the tariff proper. 

An outstanding concession in this field is that affecting imports into the 
United States of softwood lumber of fir, hemlock, spruce, pine and larch. On 
sawed and dressed boards, planks, deals and sawn timber of these kinds, not 
separately provided for, the tariff rates conceded under former agreements have 
been. reduced by the maximum 50 per cent permitted under United States law 
(i.e. from 50 cents to 25 cents per thousand board feet), and the I.R.C. tax has 
been reduced by 50 per cent (i.e. from $1.50 to 75 cents per thousand board feet), 
bringing down the total impost on imports of these types of lumber from $2 to 
$1 per thousand board feet. On lumber of other species of soft woods, duty-free 
entry is bound and the revenue tax on lumber of cedar is reduced to 75 cents 
per thousand board feet. Duty-free entry for lumber of certain hard woods is 
bound as is also the revenue tax of $1.50 per thousand board feet. 

Under the 19388 Agreement, red cedar shingles were admitted duty free under 
a quota equal to 30 per cent of average United States consumption over the 
previous three years, the duty on imports in excess of this quota being 25 cents 
per square of 100 square feet. The quota and the ex-quota duty were imposed 
by Act of Congress to remain so long as red cedar shingles continue to be included 
in any trade agreement entered into by the United States under authority of 
Section 350 of the Tariff Act of 1930 as amended. Accordingly, if the United 
States should cease to have a trade agreement obligation respecting the importa- 
tion of red cedar shingles, the duty would not apply. In these circumstances, it 
was agreed to omit any reference to red cedar shingles from the Geneva Agree- 
ment, thus securing immediate elimination of the existing ex-quota duty. 
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In the Benelux customs union, pulpwood and logs as well as woodpulp were 
already free of duty and have been bound free. The rate on tongued and grooved 
wood has been bound at 10 per cent, and that on veneer sheets has been bound 
at 6 per cent. 

A number of reductions in tariff duties on lumber and wood products have 
been conceded by France. On logs and pulpwood the duty has been reduced from 
15 per cent to 10 per cent, on leaves of veneer from 20 per cent to 15 per cent, 
on tongued and grooved wood from 20 per cent to 18 per cent, and on wood pulp 
the duty has been reduced from rates of 25 per cent and 30 per cent to 22 per 
cent and 24 per cent respectively. The duty on veneer and plywood panels 
has been bound at 25 per cent and that on tool handles has been bound at 8 
per cent. 

. India and Pakistan have reduced their rates on wooden railway sleepers from 
183 per cent to 15 per cent and on timber of Douglas fir from 30 per cent to 20 
per cent. 

Chile has bound its duty on pine, rough or sawn, including Douglas fir, at 
70 gold pesos per cubic meter. Czechoslovakia has bound free its duties on 
building woods in logs or rough blocks. Lebanon and Syria have bound at 25 
per cent their duties on boxes and box shooks. China has bound a number of 
lumber and timber items at rates which were already comparatively low. 


Other wood and manufactures thereof: 


In addition to concessions on Jumber and shingles, the Geneva Agreement. 


covers a large variety of wood and manufactures of wood. The United States has 
again bound free entry as in the 1935 and 1938 Trade Agreements for logs, 
unmanufactured round timber, pulpwood, firewood, handle bolts, shingle bolts, 
laths, posts, railroad ties, telephone, trolley, electric light and telegraph poles, 
pickets, palings, hoops and staves. The reduction from 8 to 4 per cent in the 
duty on maple, birch and beech flooring, first secured in the 1935 Trade Agree- 
ment, is confirmed. The maximum reduction from 20 to 10 per cent ad valorem 
obtained in the 1988 Trade Agreement on veneers of bireh and maple has now 
been extended to cover veneers of all woods. 

Maximum reductions are provided on red cedar plywood, reduced from 40 to 
20 per cent; on wooden chairs reduced from 40 to 20 per cent; on other furniture, 
except bentwood, and on wood flour reduced from 25 to 124 per cent. 

The existing rates obtained in a former trade agreement of 5 per cent 
ad valorem on hubs for wheels, heading bolts, stave bolts, last blocks, wagon 
blocks, heading blocks, match blocks, sticks, ete., and 74 per cent ad valorem 
on casks, barrels (other than beer barrels), and hogsheads are confirmed in the 
new agreement. | : 

The duty on a number of manufactures of wood including paint brush 
handles, broom and mop handles, ice-hockey sticks, toboggans, canoes and canoe 
paddles, baby carriages, and wheelbarrows, which was reduced from 384 to 
20 per cent in the 1938 Trade Agreement, is now further reduced to 15 per cent. 
There is a maximum reduction from 334 to 162 per cent ad valorem on badminton 
and tennis racket frames valued at less than $1.75 and from 20 to 10 per cent 
on those valued at $1.75 or more. On picture and mirror frames, shuttles, 
bobbins, badminton rackets, golf club shafts, skis and parts of skis, snowshoes, 
and fruit picking trays whether or not in knocked-down condition the maximum 
reduction from 334 to 16% per cent ad valorem has been conceded in the new 
agreement. : | 

On manufactures of wood not specially provided for, the duty is reduced 
from 33} to 25 per cent. 

In consequence of the action of the United States in making a 50 per cent 
reduction of its Internal Revenue Code tax on imported lumber, and in 
conformity with the Lumber Declaration to which Canada, the United States 
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and Great Britain all agreed in 1938, Canada has accepted a corresponding 
~ reduction of 50 per cent in the margins of preference on lumber enjoyed in the 
: United Kingdom and other parts of the British Commonwealth. 


Pulp and Paper: The Geneva Trade Agreement continues the binding of 
duty-free entry into the United States of standard newsprint which is Canada’s 
largest export to that market, and of wood pulps of all kinds. The reduction 
from 4 cent per pound plus 10 per cent ad valorem to 4 cent per pound plus 5 per 

cent ad valorem obtained in the 1938 Trade Agreement on uncoated printing 
paper is confirmed in the new trade agreement. The reduced duties provided for 
in the 1938 Trade Agreement on hanging paper, the raw material for wallpaper, 
and on certain classes of tissue papers are confirmed in the new agreement. On 
pulpboard in rolls for use in the manufacture of wallboard the duty of 5 per cent 
ad valorem in the case of unfinished board is bound, and in the case of finished 
board a further reduction from 15 to 10 per cent is secured. In the 1938 Trade 
Agreement the duty on tourist literature of bona fide foreign authorship and 
not consisting principally of illustrations, maps or charts, was reduced from 15 
to 74 per cent, and the duty on other kinds from 25 to 124 per cent. The new 
agreement provides for further maximum reductions in these duties, bringing 
the new rates to 32 per cent on tourist literature of bona fide foreign authorship, 
and 63 per cent in other cases. On other types of printed matter including books, 
the duties are substantially reduced. The duty on crepe paper valued at not 
more than 124 cents per pound is reduced from 3 cents per pound and 74 per 
cent to 14 cents per pound and 33 per cent. The maximum reduction has been 
made on correspondence cards, note and letter paper, bringing the rate from 
3 cents per pound and 25 per cent ad valorem to 14 cents per pound and 124 per 
cent. 

Canada has also secured the binding of duty-free entry of newsprint in 
Brazil, Cuba, Lebanon, and Syria. Another concession is the binding free of 
duty of wood pulp in Benelux. A reduction in duty from 40 to 35 per cent on 
kraft paper and cardboard, and in the binding of duty-free entry for books are 
accorded by France. 


CONCESSIONS ON FISHERY PRODUCTS 


Under the Geneva Agreement Canada has obtained tariff concessions on 
practically all species of fish, both fresh and salt water, and whether fresh, 
frozen, dried, smoked, or canned. 

In the United States, the duties on fresh or frozen white fish, yellow pike, 
jack or grass pike, lake trout, yellow perch, tullibees, lake herring and ciscoes, 
chubs, mullet, saugers, blue pike, cod, haddock, hake, pollock and cusk without 
fins removed, have been reduced from 3 3 cent to 4 cent per pound. On fresh or 
frozen salmon and halibut the duty has been reduced from 1 cent to 4 cent per 
pound. The duties on fresh mackerel, formerly 1 cent per pound, and frozen 
mackerel, formerly 14 cents, have both been reduced to 3 cent per pound. The 
duty on fresh swordfish is bound at 1 cent per pound and that on frozen sword- 
fish reduced from 3 cents to 14 cents per pound. On fresh sturgeon, the duty 
is bound at 4 cent per pound and on frozen sturgeon it has been reduced from 
1 cent to 4 cent per pound. On shad and eels the duty is bound at 4 cent per 

pound and on fresh water fish not elsewhere provided for the duty is reduced 
from 1 cent to 4 cent per pound. 

On fresh or frozen fillets of cod, haddock, hake, pollock, cusk and rose 
fish, a very important export trade, the duty has been bound at 1% cents per 
pound on the existing quota of 15 per cent of average United States consumption 
for the preceding three vears, and the duty of 24 cents on fish fillets in excess of 
the quota, which was not bound under the former trade agreement, has now 
been bound against increase. 
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A change advantageous to Canada has been made in the arrangements for 4 
administration of the quota on these fish fillets. This is a trade in which Canada, 


Newfoundland, Iceland and Norway all have an interest. The main fishing ~ 


season for Norway and Iceland is in the first half of the calendar year while the 
Canadian and Newfoundland fisheries are normally active during the second 
half. In the absence of any arrangement for allocation of the quota, there was 
a possibility that the year’s quota might be largely filled by one group of countries 
to the exclusion of the other. Arrangements have now been made by agreement 
at Geneva to ensure an equitable division of the market by a provision that 
not more than 25 per cent of the annual quota may be filled during the first 
three months of the calendar year, not more than 50 per cent in the first six, 
not more 75 per cent in the first nine, and any part of the year’s quota that 
has not been filled in previous quarters may be utilized in the final quarter of 
the year. In this way, it has been ensured that although fish caught early 
in the year will not be charged against the quota for subsequent months, any 
part of the quota unused during the early months can be carried forward to 
the later months, but no part of the quota for any year can be carried forward 
to a subsequent year. On fillets of other fresh fish the duty is reduced from 24 
to 14 cents per pound. 3 

The United States duty on herring, smoked or kippered, or in tomato sauce, 
packed in immediate containers weighing with contents more than 1 pound each, 
has been reduced from 15 to 10 per-cent, and other fish in airtight containers 
has been bound at the existing rate of 124 per cent. This does not, however, apply 
to canned salmon, of which the United States ordinarily has a large exportable 
surplus, where the duty is bound at the existing rate of 25 per cent ad valorem. 
On sardines, neither skinned nor boned, the new reduced rate is to vary accord- 
' ing to value being 44 per cent where the value is not over 13 cents per pound, 
30 per cent where the value is over 13 but not over 18 cents per pound, 20 per 
cent where the value is over 18 but not over 23 cents per pound, and 15 per cent 
where the value is over 23 cents per pound. ; 

On pickled or salted salmon the rate has been reduced from 124 per cent 
to 10 per cent. 

On pickled or salted ground fish (cod, haddock, hake, pollock and cusk), 
neither skinned nor boned, the rate depends on the moisture content. Where the 
fish contains not more than-43 per cent moisture, the rate has been. reduced 
from 2 cent to 4 cent per pound and where it contains more than 48 per cent 
moisture the rate has been reduced from % cent to 4 cent per pound. On pickled 
or salted ground fish, skinned or boned, the rate has been reduced from 14 cents 
to 14 cents per pound. On the so-called “full herring” pickled or salted and in 
containers containing each more than 10 pounds of herring, the rate of 4 cent 
per pound has “been bound and in containers containing less than 10 pounds 
of herring, the rate has been reduced from # cent to 4 cent per pound. Split 
herring has been bound at 4 cent per pound. Pickled or salted mackerel in bulk 
or in containers weighing with contents more than 15 pounds each has been 
reduced from 1 cent to $ cent per pound, and when in containers not airtight 
weighing with contents not more than 15 pounds each, the rate has been reduced 
from 25 per cent to 125 per cent ad valorem. On alewives, a kind of river herring, 
the rate has been reduced from 3 cent to 4 cent per pound. 

Smoked or kippered salmon has been reduced from 15 per cent to 10 per 
cent ad valorem. Smoked or kippered herring (hard dry smoked) has been 
reduced from 3 cent to 4.cent per pound, and other than hard dry smoked from 
1+ cents to 1 cent per pound. 

Smoked or kippered herring, boned or not, has been reduced from 14 and 
2 cents per pound respectively to a uniform rate of 14 cents per pound. Smoked 
or kippered ground fish have been reduced from 14 cents to 1 cent per pound, 
and smoked or kippered fillets of ground fish have been reduced from 2 cents to 
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sa Pt cents per pound, uniform with the quota rate on fresh or frozen fillets of 


ground fish. The so-called Alaska cod has been reduced from 124 per cent to 10 
per cent ad valorem. Canned razor clams have been reduced from 15 per cent 
to 10 per cent. 

All the varieties of fish which were already free of duty have been bound 
duty free. . These include sea herring and smelts, lobsters, fresh or canned, 
clams, oysters, and scallops. 

In Benelux, the duty on lobsters and chilled fish not canned has been 
reduced from 20 to 15 per cent, and that on canned crustaceous species from 
30 to 25 per cent. The duty on canned salmon and pilchards has been reduced 
from 25 to 20 per cent, and fresh, chilled, salted, dried or smoked fish, which 
were already free of duty, have been bound free up to a quota to be established 
on the basis of 150 per cent of prewar imports. 

In France, the duty on fresh and frozen salmon has been bound at 10 
per cent, that on canned salmon has been reduced from 30 per cent to 25 per 
cent, and that on canned lobster has ‘been reduced from 15 per cent to 10 
per cent. 

In Brazil, there is a very substantial reduction in the duties on dry salt 
codfish, of which Canada is a substantial exporter. Before the Geneva negotia- 
tions the rate was 616 cruzeiros per metric ton plus several surtaxes. As a result 


of the Geneva negotiations the customs duty has been reduced to 200 cruzeiros 


per ton and one of the principal surtaxes, namely the consumption tax, formerly 
200 cruzeiros per ton, is to be eliminated. 

In Cuba also, there is a reduction in the duty on imports of dried codfish 
from Canada, the rate having been reduced from 5-50 pesos to 4-125 pesos per 
100 kilograms. This reduction incidentally eliminates a former preference in 
favour of the United States. 

In Chile, the duty on dried codfish is bound at 1 gold peso per kilogram. 

Several substantial reductions of duty on fish have been accorded by 
Czechoslovakia. On salted herrings the rate is being reduced from 20 crowns to 
14 crowns per 100 kilograms, while the rate on smoked herrings is bound at 
70 crowns per 100 kilograms. The duty on canned salmon is reduced from 
2,000 to 600 crowns per 100 kilograms, that on canned lobster from 2,000: to 
1,000 crowns per 100 kilograms and the duty on sardines is being reduced from 
2,000 to 600 crowns per kilograms. There is also a reduction in the duty on 
eanned pilechards to 600 crowns per 100 kilograms if in oil and to 400 crowns 
if in tomato sauce. 

In India and Pakistan, the duty on canned fish is being reduced from 30 
per cent to 20 per cent. 

Norway is itself an exporter of various species of fish, but has cut in half 
its duties on canned lobster and canned salmon, the reduction being from 1-50 
kroner per kilogram to 0:75 kroner and from 0-60 kroner to 0-30 kroner per 
kilogram respectively. There is also a reduction from 0:40 kroner to 0-30 
kroner per kilogram in the duties on salted salmon. 

On the other hand, certain preferences on fish enjoyed by Canada in various 
Commonwealth markets have been reduced or eliminated. 

In the United Kingdom, the preferential margin of $d. per pound on chilled 
or frozen salmon has been eliminated, and this product becomes duty free from 
all sources. On canned salmon the preferential margin has been reduced from 
10 per cent to 5 per cent but the product remains free of duty from Canada. 

In Australia, while the rate of duty on Canadian canned salmon remains 
at 1d. per pound, the most-favoured-nation rate has been reduced from 4d. to 
24d. per pound, reducing the preferential margin from 3d. to 14d. per pound. 

In New Zealand the tariff rate on canned salmon from Canada remains 
at 13d. per pound while the most-favoured-nation rate has been reduced from 
3d. to 24d. per pound. The former surcharge of 9/40 of the duty has been 
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removed from both rates. Thus the margin of preference is being reduced by 
two-fifths, but the duties collected on imports from both Canada and non- 
Commonwealth countries are simultaneously being reduced. 


In the British Colonies a reduction of 25 per cent in the margin of pref- ~~ 


erence is provided on certain canned fish imported into Gambia, Sierra Leone, 
Malayan Union, Bahamas, British Guiana, Jamaica, Trinidad, and Fiji. 


Fish Oils: The concessions obtained in the 1935 and 1938 Trade Agreements 
on sperm, shark and shark-liver oil are increased in the new Trade Agreement, 
and the United States tariff rates on these oils will now be: on crude sperm oil, 
14 cents per gallon, on refined sperm oil 34 cents per gallon, on shark oil and 
shark-liver oil, including dogfish-liver oil, 5 per cent ad valorem and } cent per 
pound Internal Revenue Tax. 

In the Trade Agreement with Iceland, the United States duty on herring oil ~ 
including pilchard was reduced by the maximum amount to 24 cents per gallon. 
This rate is confirmed and a reduction made in the Revenue tax from 14 cents 

to $ cent per pound. 


CONCESSIONS ON MINERALS AND METALS 


Non-metallic Minerals: The 1938 Trade Agreement reduced the duty on 
ground nepheline syenite from 30 to 15 per cent ad valorem. The United States 
Customs Court in 1942 (C.D. 685) ruled ground nepheline syenite to be free 
of duty as manufactured sand. The new Trade Agreement confirms this 
classification during the effective period of the agreement. The duty on crude 
feldspar of 25 cents per ton secured in the 1938 Trade Agreement is confirmed. 
This duty had been reduced from 50 cents to 35 cents per ton in the 1935 Trade 
Agreement. On ground feldspar there is a reduction in duty from 15 to 10 
per cent. Previous to the 1938 Trade Agreement ground feldspar was dutiable 
at 30 per cent. The 1935 Trade Agreement reduced the duty on dead-burned 
basic refractory material from 30 to 274 per cent, which rate was further reduced 
to 20 per cent in the 1938 Trade Agreement; in the new Trade Agreement the 
rate is further reduced to 15 per cent. In the 1985 Trade Agreement the duty 
on tale valued at not more than $12.50 per ton was reduced from 35 to 25 per 
cent ad valorem. In the 1938 Trade Agreement this duty was reduced to 174 per 
cent and the concession was applied to tale valued at not more than $14 per ton. 
The new Trade Agreement reduces the duty on tale valued at not more than $14 
per ton to 10 per cent. The concessions on mica secured in the 1938 Trade 
Agreement are either extended or confirmed in the new Trade Agreement. On 
small sizes of untrimmed phlogopite mica the rate is reduced from 10 to 5 per 
cent. Previous to the 1938 Trade Agreement this duty had been 15 per cent. 
On phlogopite mica waste and scrap valued at not more than 5 cents per pound 
the reduction in duty from 25 to 15 per cent obtained in the 1938 Trade 
Agreement is confirmed. The duty on ground or pulverized mica was reduced 
from 20 to 15 per cent in the 1938 Trade Agreement, and this reduced rate is 
continued in the new Trade Agreement. The new Trade Agreement provides 
for maximum reductions in the duties on crude or crushed limestone, lime and 
hydrated lime. In the 1935 Trade Agreement the duty on crude or crushed 
limestone was reduced from 5 cents to 24 cents per 100 pounds.’ This rate was 
confirmed in the 1938 Trade Agreement and is now further reduced to 1+ cents. 
per 100 pounds. On lime, not specially provided for, the duty was reduced 
from 10 cents to 7 cents per 100 pounds in the 1935 Trade Agreement and to 
5 cents per 100 pounds in the 1988 Trade Agreement. This rate is now reduced 
to 25 cents per 100 pounds. 

On hydrated lime the new agreement accords a duty of 3 cents per 100: 
pounds, This compares with a rate of 6 cents per 100 pounds under the 1938. 
Trade Agreement, 8 cents per 100 pounds under the 1935 Trade Agreement and_ 
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12 cents per 100 pounds under the 1930 Tariff Act. In the 1938 Trade Agreement 
the duty on unmanufactured bentonite was reduced from $1.50 to 75 cents per 
~ ton, and on manufactured bentonite from $3.35 to $1.624 per ton. These reduced 


duties are continued in the new Trade Agreement. The duty on fire brick 
which was reduced from 25 to 15 per cent in the 1935 Agreement, and to 124 per . 
cent in the 19388 Agreement, is further reduced by the maximum to 64 per cent 
ad valorem in the new Trade Agreement. On ordinary brick the new Trade 
Agreement confirms the reduction in duty from $1.25 to $1 per 1,000 secured in 
the 1938 Agreement. The new Trade Agreement reduces the duty on cement, 
not specially provided for, from 10 to 5 per cent. This duty had been reduced 
from 20 to 10 per cent ad valorem in the 1938 Trade Agreement. On ground 
or crushed stone the 1938 Trade Agreement provided for a reduction in the duty 
from 30 to 15 per cent and the new agreement makes a further reduction to 10 per 
cent. The new Trade Agreement reduces the duty on corundum, emery, and 
garnets in grains from 1 cent to 4 cent per pound, and on wheels of corundum 
or silicon carbide from 20 to 10 per cent ad valorem. The maximum reduction 
in the duty on caustic calcined magnesite from 15/16 cent to 15/32 cent per 
pound is also secured. Binding on the free list is continued in the new Trade 
Agreement on unmanufactured asbestos, crude nepheline syenite, lignite, natural 
gas, gravel, stone, and sand of various kinds, radium and selenite. A new 
binding of duty-free entry’ is also secured on coal and coke. 

Concessions on non-metallic minerals secured in countries other than the 
United States include the binding of the present Benelux duty of 2 per cent 
on carbon electrodes of 50 kilograms or over and 6 per cent on other carbon 
electrodes. Other concessions on carbon electrodes are reduction from 20 to 
15 per cent in France, reduction from 40 to 32 crowns per 100 kilograms in 
Czechoslovakia, and the binding of duty-free entry in Norway. In Benelux 
the binding of duty-free entry of raw asbestos and mica in sheets or ground, 
and the present rate of 10 per cent ad valorem on artificial abrasives and 
porcelain insulators has been secured. In France duty-free entry of coal tar 
pitch is bound, and the duty on silicon carbide reduced from 15 to 10: per cent 
ad valorem. In Brazil a reduction in the duty on certain manufactures of 
asbestos from 9-24 cruzeiros to 6:47 cruzeiros per kilogram is provided in the 
new Trade Agreement. In Czechoslovakia crude asbestos is bound duty-free, 
and the duty of 10 crowns per 100 kilograms on silicon carbide is also bound. 


Non-Ferrous Metals: Substantial tariff concessions have been obtained in 
several countries for Canadian exports of non-ferrous metals. On nickel in 
pigs and ingots the United States duty has been reduced by 50 per cent from 
24 cents to 14 cents per pound, on nickel bars and rods it has been reduced 
from 25 per cent to 124 per cent ad valorem, and nickel ore, matte and oxide 
have been bound free of duty. In Benelux, nickel in primary forms has been 
bound free of duty. In France, nickel ores and matte have been bound free 
of duty, while on nickel in more advanced forms the rates have been bound or 
decreased. In China the rate on nickel has been reduced from 124 per cent 
to 10 per cent ad valorem, in Czechoslovakia it has been bound free, and in 
Norway the rate on matte has been bound free. 

On aluminum metal and alloys, the United States duty is reduced from 
3 cents to 2 cents per pound, on aluminum scrap from 3 cents to 14 cents per 
pound, and on plates from 6 cents to 3 cents per pound. Benelux has bound 
aluminum ingot, plate and scrap duty free. France has reduced its rate on 
aluminum ingot and scrap from 35 per cent to 21 per cent and on aluminum 
bars, wires, etc., from 30 to 15 per cent. In Chile the rate on aluminum bars 
and sheets is bound at 0°15 gold pesos per kilogram. China has reduced its 
rate on aluminum ingot and grains from 74 per cent to 5 per cent and has 
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bound its rates on other aluminum items. Czechoslovakia and Norway have ~ 
bound aluminum on their free lists. Smelted alumina (artificial corundum) — 
has been bound free by Benelux. 

On copper ore and refined copper the United States has bound free entry. — 
and is reducing the Internal Revenue Code Tax from 4 cents to 2 cents per 
pound. Benelux is binding free entry of copper in pigs and ingots, and France 
is binding free entry of copper ores, matte and ingots, with a number of — 
reductions on the metal in other forms. Czechoslovakia, India, Pakistan and 
Norway are also binding free entry of crude copper and Czechoslovakia has 
reduced the duty on copper sheets by amounts varying according to thickness. 

Concessions on lead were obtained from Benelux (where lead ore has been 
bound duty free), France (where lead ore is bound duty free and the duty on 
ingot has been reduced from 12 per cent to free), Brazil (where the rate on 
lead blocks, pigs, etc., is bound at 196 cruzeiros per gross ton), and China 
(where the rate on lead in pigs and bars has been reduced from 25 per cent 
to 224 per cent ad valorem). : 

Substantial concessions have been obtained on zine. In the United States 
the rate of duty on zinc ores has been reduced from 14 to 3 cents per pound 
and on blocks and pigs from 14 to ~ cent per pound, while maximum reductions 
of 50 per cent have been made from the 1930 rates on zinc sheets, scrap, dross 
and skimmings. In Benelux, zinc ore and ingot are bound duty free. In 
France, the duty on zinc ingot has been reduced from 20 to 15 per cent, on bars, 
wires and shapes from 20 to 16 per cent, and on zinc oxide the rate has been 
bound at 20 per cent. China has bound its present rate of 15 per cent on zinc 
and spelter. 

On cadmium, the United States had reduced its rate from 74 to 33 cents 
per pound, and a concession of a 50 per cent reduction has also been obtained 
from Brazil. Czechoslovakia has bound this metal duty free. : 

Cobalt ore and metal are bound free in the United States tariff. The ore 
has been bound free in France, and a concession has been obtained in Brazil 
of a 50 per cent reduction in the duties on cobalt metal. 

On tungsten in various forms the United States has had a compound duty _ 
of 60 cents per pound plus rates of 25 to 50 per cent ad valorem. The specific 
rate has now been reduced from 60 to 42 cents per pound, and the ad valorem 
rates cut in half. Tungsten ores have also been bound free of duty in France. 

On tantalum metal and alloy the United- States duty has been reduced 
from 25 to 124 per cent. On magnesium metal, scrap, alloys, powder, sheets, 
wire, etc., the United States has made the maximum reduction of 50 per cent. 


Ferrous metals: On pig iron and spiegeleisen the United States has bound 
the existing duty of 75 cents per ton, while the duty of 75 cents per ton on 
scrap iron and steel has been cut in half. There have been substantial 
reductions in the duty on ferromanganese and ferrochrome. On boron carbide 
the duty of 124 per cent has been cut in half. On hollow drill steel bars valued 
at 8 to 12 cents a pound, which are of importance to a Canadian producer, the 
rate, which was formerly 20 per cent with a minimum of 13 cents per pound, 
has been cut in half, the new rates being 10 per cent with a minimum of % cent 
per pound. Iron and steel rails are bound at ;’9 cent a pound, and fish plates 
have been reduced from + to $ cent per pound. 


CONCESSIONS ON CHEMICALS 


The United States duty on acetic acid, containing more than 65 per cent 
of acetic acid, which was reduced from 2 cents to 14 cents per pound in the 
1935 Trade Agreement and to 1 cent per pound in the 1938 Trade Agreement 
has now been further reduced to $# cent per pound. On acetic acid of a strength 
65 per cent or less, reduced from 12 cents to # cent per pound in the 1988 Trade 
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Agreement the rate is now reduced to 4 cent per pound. A maximum reduction 
from 4 cent to 4 cent per pound has been made on crude calcium acetate. In 
the 1938 Trade Agreement the duty on crude calcium acetate was reduced 
from 1 cent to 4 cent per pound. The duty on vinyl acetate and synthetic resins 
made therefrom, which was reduced from 6 cents per pound and 30 per cent 
ad valorem to 3 cents per pound and 15 per cent ad valorem in the 1985 Trade 
Agreement and confirmed in the 1938 Trade Agreement, is now further reduced 
to 14 cents per pound and 74 per cent ad valorem. Maximum reductions from 
20 cents to 10 cents per pound in the duty on cobalt oxide secured in the 
1935 Trade Agreement and continued in the 1988 Trade Agreement, and from 
10 to 5 per cent ad valorem in the duty on Canada balsam secured in the 
1938 Trade Agreement are confirmed in the new Trade Agreement. A maximum 
reduction from 10 to 5 per cent in the duty on gas black, including carbon 
black and acetylene black, is provided for in the new Trade Agreement. In the 
1935 Trade Agreement the duty on acetylene black had previously been reduced © 
from 20 to 15 per cent ad valorem. The duty on cedar-leaf oil is reduced from 
125 to 74 per cent in the Geneva Agreement. This duty had been previously 
reduced from 25 to 124 per cent in the Trade Agreement between the United 
States and France. The 1938 Trade Agreement reduced the rate on packaged 
salt from 11 cents to 7 cents per 100 pounds and that on bulk salt from 7 cents: 
to 4 cents per 100 pounds. These rates are further reduced by the maximum 
amount in the Geneva Agreement making the duty on packaged salt 34 cents 
per 100 pounds, and on crude salt 2 cents per 100 pounds. A reduction from 
_ $4 to $3.50 per ton has been secured on crude barytes but the duty on ground 
barytes remains unchanged. The new Trade Agreement reduces by the 
maximum amount the United States duties on acetic anhydride to 14 cents 
per pound, on ethyl alcohol to 74 cents per gal., on selenium dioxide and 
_ tellurium compounds to 124 per cent ad valorem, on aluminum hydroxide to 
4 cent per pound, on aluminum sulphate to ;5 cent per pound, on ammonium 
nitrate to 4 cent er pound, on calcium carbide to 4 cent per pound, on 
phthalic anhydride to 34 cents per pound and 20 per cent ad valorem, on 
naphthalene solidifying at or above 79 degrees centigrade to 13 cents per pound 
and 10 per cent ad valorem, on cresylic acid to 14 cents per pound and 10 per 
cent ad valorem, on explosives to 34 cents per pound and 224 per cent ad valorem, 
on drugs of animal origin to 5 per cent ad valorem, on ethyl acetate to 14 ‘cents 
per pound. The Geneva Trade Agreement provides for the rebinding of free 
entry of a number of chemicals including sulphuric acid, calcium cyanamid, 
certain crude coal-tar products, sodium cyanide, drugs of animal origin, 
including fish livers, crude artificial abrasives, radium salts, and for new 
bindings of free entry of crude drugs of vegetable origin, of chemical fertilizers, 
of crude sodium sulphate, and of selenium and selenium salts. 

Concessions secured on chemicals in countries other than the United States 
include a binding of duty-free entry of blacks in Benelux, a reduction in the 
duty on chemical fertilizers from 15 to 12 per cent ad valorem in France, a 
reduction from 10 to 8 per cent in the Cuban duty on calcium carbide involving 
the elimination of the preferential margin formerly granted to the United States, 
a binding of the duty of 40 crowns per 100 kilograms on lamp and acetylene 
black in Czechoslovakia, and a reduction from 36 to 30 per cent in the duty 
on penicillin entering India and Pakistan. 


CONCESSIONS ON MANUFACTURED GOODS 


Reference has already been made to concessions obtained in connection 
with primary products which have undergone a preliminary manufacturing 
process, such as newsprint paper and wood pulp, lumber and other wood 
products, metals and certain processed foods, etc. 
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On miscellaneous manufactured products, many substantial reductions 
have been made in the United States tariff. Thus, on the whole range of metal 
articles or wares, the rate of duty has been reduced from 45 per cent to 224 per 
cent. On the “basket item” of machinery not elsewhere specified, the rate has 
been reduced from 274 per cent to 15 per cent. On another “basket item”, 


articles or wares composed wholly or in part of carbon or of graphite, the rate | 


has been reduced from 30 per cent to 15 per cent. This is the item under which 
many articles manufactured of rubber substitutes are presently classified. On 
a wide range of machines and appliances employing an electrical element or 
device, such as motors, fans, electrical shavers, etc., the rate has been reduced 
from 274 per cent to 15 per cent, and on electric stoves the reduction is from 
174 per cent to 10 per cent. 

On rubber substitutes and synthetic rubber there is a reduction from 20 
per cent to 10 per cent. Aircraft and parts are reduced from 30 per cent to 
15 per cent. Pleasure boats valued at more than $15,000 each will pay a duty 
of 15 per cent instead of the former 30 per cent, and the rate of 15 per cent, 
accorded in a previous trade agreement on pleasure craft valued at $15,000 or 
less, is bound at the present level. 

Rates have been reduced on a number of manufactures of wood in which 
Canada is interested. These have already been summarized under the heading 
of wood and manufactures thereof. 

A wide range of equipment for exercise and play formerly dutiable at 30 
per cent will henceforth be dutiable at 15 per cent, and the duty on ice skates 
and parts has been bound at the same rate. 

Pipe organs and parts, formerly dutiable at 174 per cent will now pay 15 
per cent and the rate of duty on player actions and parts has also been reduced 
from 20 per cent to 15 per cent. 

Binder twine and agricultural implements, already free of duty, are bound 
free. Cream separators valued at more than $50 and not more than $100 each, 
and parts thereof, formerly dutiable at 124 per cent under the agreement with 
Finland, have been reduced to 64 per cent, the maximum reduction possible 
under the Trade Agreements Act. While parts of agricultural implements do 
not enjoy free entry into the United States if they are specifically named as 
being dutiable under other tariff items, many of them will benefit by reductions 
in the other items concerned. Thus the duties on nuts and bolts, rivets and 
hinges, have been cut in half and those on power transmission chains and parts 
when valued at less than 40 cents per pound have been reduced from 40 per 
cent to 30 per cent and when valued at more than 40 cents per pound have been 
reduced from 25 per cent to 15 per cent. Tires and inner tubes for agricultural 
implements, formerly dutiable at 25 per cent, will now nay 124 per cent. 

Certain alcoholic beverages have in the past constituted an important class 
of Canadian exports to the United States and on whisky the duty has been 
reduced from $2.50 to $1.50, a concession which is also of interest to the United 
Kingdom. 3 | 

The new Trade Agreement provides for concessions in the United States 
duties on articles wholly or in chief value of fur including fur coats, fur collars 
and fur cuffs. The former rate of 50 per cent is now reduced to 374 per cent 
in the case of articles of silver-and black fox and to 25 per cent for articles of 
other furs. 

A wide range of plastic articles are dutiable in the United States as manu- 
factures of products having a’ binding agent of synthetic resin. The present 
Trade Agreement reduces the duty on these articles from 50 cents per pound 
and 40 per cent ad valorem to 35 cents per pound and 30 per cent ad valorem. 
On manufactures of cellulose acetate, the duty, which had been reduced from 
80 to 40 per cent in the United States-French Trade Agreement, is further 
reduced to 20 per cent. 
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While the manufactured articles mentioned have been among those of 
greatest importance in former trade with the United States, extensive reductions 
on other items should give scope to Canadian producers for the establishment and 
development of new lines of production. : 

~ A number of concessions affecting manufactured items have been obtained 
4 through negotiations with countries other than the United States. In Benelux 
the rates on soaps, powder and toilet goods have been bound at 24 per cent. 

Synthetic rubber continues to enter duty free, rubber belting has been bound at 
10 per cent, socks of silk and artificial silk have been bound at 24 per cent, and 

a number of agricultural implements of importance to Canada have been bound 

at a rate of 6 per cent. In the Belgian Congo, lamps and lanterns, already 

enjoying low rates of duty, have been bound at existing rates. 

In France, synthetic rubber has been bound duty free. On rubber belting, 
the duty has been reduced from 25 per cent to 14 per cent. Many types of agri- 
cultural machinery, formerly dutiable at 20 to 25 per cent, have been.reduced to 
15 per cent, and combines have been reduced to 12 per cent. Cream separators 
and parts formerly dutiable at 25 per cent will pay 22 per cent. Domestic 
heating and cooking apparatus, formerly dutiable at 25 per cent, will pay 18 per 

cent. Porcelain insulators, formerly dutiable at 25 per cent, will pay 20 per cent. 
Ice skates, formerly dutiable at 25 per cent, will pay 20 per cent ad valorem. 
_ The duty on organs, church and cinema, has been reduced. 

In India and Pakistan, the duty on stoves, kerosene and gasoline, has been 
reduced from 30 per cent to 20 per cent, and that on domestic refrigerators and 
parts has been reduced from 36 per cent to 30 per cent. The duty on aeroplanes 

_ and parts is bound at 3 per cent. Ploughs and parts, agricultural tractors and 
parts, hay presses and milking machines, already free of duty, have been 

bound free. 

In Lebanon and Syria, a concession has been granted on rubber tires, the rate 

being bound at 15 per cent. 

In Norway the rate on aircraft has been reduced from 24 per cent to 12 
per cent. 

In Brazil, agricultural implements have been bound duty free and the duty 
on sewing machines has been bound at 1-30 cruzeiros per kilogram. 

In Chile, the rates on agricultural implements and parts are already low and 
have been bound at their existing levels. Similar concessions have been made on 
earbon electrodes and storage batteries. 

In Cuba, a special concession has been granted on needles for machines where 
the rate has been reduced from 5. per cent to 4 per cent, eliminating a small 
preferential margin formerly enjoyed by the United States. 

In China, the rates of duty were in general already low. Many of these 
rates have been bound. One rate of some interest to Canada is that on bronze 
powder which has been bound at 15 per cent. 

In Czechoslovakia, the rate on synthetic rubber has been bound free, and 
that on driving belts of rubber has been bound at 2,000 crowns per 1,000 
kilograms. Bicycle tires are bound at 1,500 crowns per 100 kilograms and inner 
tubes for other types of tires are bound at 2,000 crowns per 100 kilograms. On 
tire casings for vehicles other than bicycles, the rate has been reduced from 3,000 
to 1,700 crowns per 100 kilograms. Canadian manufacturers may also benefit 
by a reduction in the rate on skis from 1,000 to 700 crowns per 100 kilograms. 

Several preferential margins formerly enjoyed by Canadian producers of 
miscellaneous manufactured goods have been eliminated or reduced. In the 
United Kingdom, the margin on silk and artificial silk dresses has been elimin- 
ated but at the same time the protective duties imposed on Canadian products 
have also been reduced. The preferential margin on agricultural tractors has 
also been eliminated. In New Zealand, the preferential margins on adding and 
computing machines and refrigerator units for domestic type cabinets have been 
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eliminated, but there is no increase in the rate of duty on Canadian products. 
In South Africa, the preferential margin of 5 per cent on socks has been eliminated 
but that on silk and artificial silk stockings has been left unchanged. 


Reductions in preferential margins on manufactured products imported into 
the United Kingdom cover certain machine tools and parts (where free entry is 
retained but the margin has been reduced from 20 per cent to 15 per cent), electric 
stoves and heating apparatus (where free entry has been retained but the margin 
has been reduced from 15 to 10 per cent). Cash registers from Canada will 
continue to enter the United Kingdom free of duty but the preferential margin 
has been reduced from 15 per cent to 10 per cent. On cash register parts the 
preferential margin has been reduced from 20 per cent to 10 per cent, Canadian, 
products remaining duty free. On welding machinery, Canadian products remain 
free but the most-favoured-nation rate has been reduced from 20 per cent to 15 
per cent. On paper face and hand towels the most-favoured-nation rate has been 
reduced from 16% per cent to 10 per cent, Canadian products remaining free. 


In Australia, Canadian preferential margins have been reduced from 20 per 
cent to 10. per cent on typewriters, from 20 per cent to 15 per cent on ribbons, 
from 174 per cent to 10 per cent on felt base floor covers, from 274 per cent to 20 
per cent on electric stoves and elements, from 324 per cent to 20 per cent on elec- 
tric refrigerators and parts, from 20 per cent to 15 per cent on bandsaws, from 3d. 
to 2d. per pound on ear chassis unassembled, from 24d to 14d per pound on truck 
chassis unassembled, and from 3d. to 2d. per pound on chassis assembled. On 
vehicle parts, rates of duty have been reduced for both Commonwealth and non- 
Commonwealth countries with no change in existing margins. Canada benefits 
by a slight reduction in the most-favoured-nation rate on gears, since this is an 
item on which Canada has not in the past enjoyed a preferential rate. On toys 
imported into Australia, the most-favoured-nation rate including primage has 
been reduced from 70 per cent to 50 per cent while the rate to Canada has been 
reduced from 25 per cent to 20 per cent, involving a reduction from 35 per cent 
to 30 per cent in the preferential margin. 


CANADIAN CONCESSIONS TO OTHER COUNTRIES 


The tariff treatment to be accorded by Canada to goods, the produce of the 
negotiating countries above-named, is set forth in the Canadian schedule to the 
General Agreement on Tariffs and Trade, designated “Schedule V” in the multi- 
lateral instrument. 


Schedule V (Parts I and IT) consists of some 1,050 items or sub-items; of 
these 590 provide for reductions in M.F.N. tariff below existing rates and about 
460 for the binding or consolidation of M.F.N. rates at present effective. The 
B.P. rates are reduced directly in respect of some 100 item or sub-items, and — 
indirectly in respect of some 50 items or sub-items (in cases where the new M.F.N. 
rates are lower than existing B.P. rates). As compared with the present tariff 
structure, the adoption of the duties specified in.the Schedule means, in the case 
of the Canadian Tariff, the elimination of the preference in 94 items or sub-items. 


Schedule V provides for one increase in duty, viz.: in the preferential rate 
on in-plate under tariff item 383 (b). This is accompanied by a reduction in 
the most-favoured-nation rate. 

Part II of Schedule V relates solely to the British Preferential column in the 
Canadian Tariff and segregates those items in which concessions were made in 
favour of various Commonwealth countries. Each reduction in the preferential 
rate necessitated a corresponding or compensatory reduction in the rate applic- 
able to favoured-nations since, under the provisions of the Charter and the 
General Agreement, no existing preferential margin could be increased and no 
new such margin could be created. 
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Following in order the commodity-group divisions of the Customs Tariff of 
Canada, the more important concessions included in Parts I and II of Schedule 
to the General Agreement may be summarized as follows: 


| Agricultural Products: Concessions by Canada in respect of agricultural 
products reflect concessions secured in various countries on the like or similar 
goods, a general outline of which has been given. In this field, and as regards the 
United States in particular, Canada has continued to apply as widely as possible 
a basic principle followed in working out the 1988 Agreement with that country, 
namely: That wherever possible, zdentical duties should prevail in the two 
countries. Thus in Schedule V, Canadian duties specified on the following 
products will “match” those now to prevail in the United States: live cattle (14 
cents) ; live hogs (1 cent); beef and veal (3 cents); baby chicks (2 cents); eggs 
in shell (34 cents) ; cheese (34 cents); barley (74 cents) ; oats (4 cents); rye (6 
cents) ; hay ($1,25) ; straw (50 cents) ; ‘red clover seb (2 cents) ; alsike clover seed 
(2 cents); alfalfa seed (2 cents) ; and timothy seed (4 cent). 

P Apart from identical ratings of which these above are illustrative, 
important reductions in the Canadian duties on agricultural products include 
the following: certain canned meats, other than beef or pork, from 30 per 
cent to 20 per cent; cocoa butter, from 3 cents to 24 cents; coffee, green, from 
3 cents to 2 cents; tea, from 8 cents to 6 cents; potato starch and flour, from 
2 cents to 14 cents; bulk salt, from 4 cents to 3 cents; prepared cereal foods, 
packaged, from 25 per cent to 20 per cent; and Indian corn. from 10 cents to 
8 cents. 

Of significance to Canadian consumers are the substantial reductions 
effected on certain fresh and dried fruits not produced in this country. 
- Oranges, hitherto free during a part of the year but dutiable at 35 cents per 
cubic foot otherwise, are accorded free entry, as also are dried prunes, fresh 
grapefruit and table grapes (Vitis Vinifera species). The most-favoured nation 
duty on raisins is reduced from 4 cents to 3 cents per pound. 

Items in the Canadian tariff of very great importance to Canadians, either 
‘as producers or consumers, are those covering the importation of all the more 
common kinds of fresh fruits and vegetables. This tariff group comprises 
a considerable number of items, and a precise understanding of its nature can 
be reached only by reference to the detailed classifications and duties set forth 
in Schedule V, Part I. The new tariff treatment may, however, be summarized 
as follows: The system at present prevailing, whereby seasonal protection to 
Canadian growers is afforded by means of advances in invoice values immedi- 
ately before or during the period of domestic production, is replaced by a 
scheme of specific duties on a seasonal basis, with provision in most instances 
for a revenue duty (10 per cent ad valorem) to be applied whenever the 
specific duty indicated in the Schedule is not levied. Canada has, therefore, at 
Geneva taken advantage of a proviso in the 1988 Agreement with the United 
States, whereby she reserved the right to substitute for the “valuation method” 
a system of seasonal specific duties. It is believed that the duties now 
provided will reserve for the Canadian producer his position as principal 
supplier in his own market during his own season, at the same time giving to 
consumers greater access to imported fruits and vegetables during those periods 
of the year when the domestic product is not readily available, if at all. 

In the field of processed fruits and vegetables, reductions are effected on 
canned mushrooms, from 202 per cent to 15 per cent; on pickled vegetables, 
from 324 per cent to 224 per cent; on vegetable juices, sauces, and mustards, — 
from 274 to 20 per cent in the m.f.n. rate and from 15 to 124 per cent in the 
B.P. rate; and on frozen vegetables, from 25 to 20 per cent. * Canned peaches 
are reduced from 34 to 24 cents per pound; canned apricots, pears, and pine- 
apples, from 3 to 2 cents; and jellies, jams, marmalades, etc., from 3} cents to 
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34 cents under the m.f.n. tariff and from 2 cents to 14 cents under the B.P. 
Tariff. Nuts of all kinds (other than peanuts) wet further processed | 
than shelled will bear a uniform rate of 1 cent per lb.; and’ cocoanuts 
are reduced from $1 to 75 cents per one hundred (depending on route of — 
shipment) to 50 cents. There are restrictions in duty on a wide range ™ \ 
of field and garden seeds, certain. milk foods, and various kinds of nursery ~ 
or florist stock. Included in this tariff group are also the items covering ~ 
fruit juices of all kinds, in respect of which rates are changed as follows: , 
lime, orange, lemon, and passion fruit juices, from 25 per cent to 10 
per cent; pineapple juice, from 15 per cent to 10 per cent; and juices not other- — 
wise provided for, including blends, from 15 per cent to 10 per cent. Grape- © 
fruit Juice is bound at the rate in the existing Agreement with the United © 
States, viz., 15 per cent. 


% 
Fisheries Products: Reflecting concessions gained by Canada in various q 
countries for products of her fisheries, are reductions in the Canadian tariff, the : 
more important of which follow: halibut, fresh, pickled or salted, from 1 ; 
cent to 4 cent; anchovies, sardines, and: pilchards, packed in oil or otherwise — 
—various reduced rates, including a reduction to 14 cents on the ordinary — 3 
8-ounce box; herring (not including kippered herring) in sealed containers, 
from 30 per cent to 25 per cent; kippered herring in sealed containers, from ~ 
274 to 174 per cent; and fish, prepared or preserved, n.o.p. (including lobsters — 
and shell fish) from 274 per cent to 224 per cent. Canned salmon is bound r 
in rate at 274 per cent; and fresh lobsters are put on the free list. q 
; 


Sugar and Its Products: No reductions are effected in the favoured-nation — 
rates on raw or refined sugar but the incidence of the existing duties is bound ~ 
against increase in the event of a re-wording of the classifications. In this — 
general group, sugar candy and sugar confectionery, including sweetened gums, — 
candied nuts, custard and jelly powders, sweetened breads, cakes, etc., are — 
reduced under both tariffs: the B.P. rate from 4 cent plus 15 per cent to 15 per — 
cent, and the m.f.n. rate from 4 cent plus 30 p.c. to 25 p.e. 


Tobacco and Its Products: The favoured-nation duties on unmanufactured — 
tobacco are reduced as follows: Turkish types: from 40 cents to 30 cents per 
pound on unstemmed and from 60 cents to 40 cents on stemmed; other types: - 
om 40 cents to 20 cents on unstemmed and from 60 cents to 30 cents on — 
stemmed. The. present duty on cigars of $3.50 per pound plus 25 per. cent is 
reduced to $1.75 plus 15 per cent; that on cut tobacco, from 95 cents to 80 cents; 
and duties on cigarettes are lowered under foth tariffs; under the preferential 
from $3.50 to $2 plus 15 per cent, and under the m.f.n. tariff, from $3 per pound 
plus 15 per cent to $2 plus 15 per cent. 


Spirituous Liquors, Wines, etc.; Under the new Agreement, the duties on 
spirits, both preferential and favoured-nation, are reduced by varying amounts. 
The existing rates on whisky of $5 and $6 per proof gallon, become $4.50 and $5 
respectively; those on gin, of $5 and $10, become $4.50 and $5, respectively; 
those on rum, of $5 and $7, become $4.50 and $6, respectively. The British 
preferential rate of $5 on brandy is reduced to $4; and all brandy under the 
favoured-nation tariff will now bear duty of $4 per proof gallon, as compared 
with existing rates of $5 on Cognac and Armagnac and $10 on other brandies. 
Liqueurs, at present $5 and $6, become dutiable at $4.50 under both tariffis. The - 
favoured-nation rate on Angostura bitters is reduced from $10 to $5 per proof 
gallon. Reductions under both tariffs will apply to spirits and strong waters, 
n.o.p. The reduction in duty on rum is of special interest to Cuba; those on 
brandy and liqueurs, to France; and that on gin, to the Netherlands. Of signi- 
ficance to France also are graduated reductions on champagnes and sparkling 
wines (e.g.: quart sizes—from $7.44 to $5 per dozen bottles), as well as a 
reduction from 55 cents to 20 cents per gallon on various still wines; and the 
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~ application of the wine-rate to vermouth up to 28 per cent proof content, hereto- 
- fore dutiable under all tariffs at 80 per cent. As a consequence of the nego- 
 tiations with France, the favoured-nation rate on alcoholic perfumes in small 
containers-is reduced to the level of the preferential rate, 30 per cent; and that 
on such perfumes in bulk to $5 per gallon plus 30 per cent. 


Pulp, Paper, Books, etc.: In this group, numerous Canadian items providing 
for free entry or low duties on periodical publications, tourist literature, and 
books are bound in the Schedule. Reductions in both the British Preferential 
and -favoured-nation rates are effected on labels, tags, tickets, ete., from 224 
per cent and 274 per cent to 174 per cent and 224 per cent, respectively; on 
- bank notes, bonds and similar commercial forms, from 224 per cent and 274 
per cent to 174 per cent and 224 per cent, respectively; on greeting and similar 
cards, from 20 per cent and 294 per cent to 15 per cent and 25 per cent, respec- 
tively; on ruled, boxed and coated paper, from 20 per cent and 274 
per cent to 174 per cent and 25 per cent, respectively; and on papeteries 
and manufactures of paper n.o.p., from 20 per cent and 274 per cent to 
174 per cent and 25 per cent, respectively. Reductions in the favoured- 
nation rates will apply also in respect of roofing and shingles of saturated 
felt, from 25 per cent to 224 per cent; on paper bags, from 380 per cent 
to 224 per cent; on wall-paper, from 30 per cent to 224 per cent; on wrapping 
paper from 25 per cent to 224 per cent; on cigarette papers in tubes or packages, 
from 294 per cent to 20 per cent; on containers of fibreboard or paperboard, 
from 1 cent per pound but not less than 25 per cent to # cent but not less than 20 
per cent; and on advertising and printed matter, n.o.p., from 125 cents per pound 
but not less than 274 per cent to 10 cents per pound but not less than 25 per 
cent. | | 


Chemicals, Drugs, Paints, etc.: About a score of tariff items in this group 
which are at present free of duty are bound in Schedule V and almost as many 
more with rates not exceeding 10 to 124 per cent are similarly bound against 
increase during the life of the new Agreement. Commodities on which the 
favoured-nation rate is reduced include the following: Oxalic acid, from 20 per 
cent to 10 per cent; butyl alcohol, n.o.p., from 25 per cent to 20 per cent; various 
sodium compounds, from 15 per cent to 124 per cent; crude salt cake, from # cent 
to 4 cent per pound; stearic acid, from 174 per cent to 124 per cent; non-alcoholic 
chemicals or preparations for spraying, disinfecting, etc., from 20 per cent to 
124 per cent; castile soap, from 2 cents to 1 cent per pound; vegetable glue, from 
35 per cent to 274 per cent; edible gelatine, from 35 per cent to 25 per cent; 
mucilage and adhesive paste, from 25 per cent plus 24 cents to 20 per cent plus 24 
cents; non-alcoholic perfumery, hair oils, skin lotions, etc., from 30 per cent 
to 25 per cent; manufactures of pyroxylin plastics, n.o.p., from 274 per cent to 25 
per cent; motion-picture films, negatives, from 274 per cent to 10 per cent; re- 
generated cellulose, and cellulose acetate, in sheets, etc., from 30 per cent to 
25 per cent; dry red lead, antimony oxide, zinc oxide, etc., from 15 per cent to 
125 per cent; rough stuff, fillers and dry colours, from 20 per cent to 174 per 
cent; ground and liquid paints, n.o.p., from 25 per cent to 20 per cent; putty, 
from 274 per cent to 224 per cent; various natural gums, from 10 per cent to free; 
printing ink, from 174 per cent to 15 per cent; olive oil, n.o.p., from 17 per cent 
to 10 per cent; various essential oils, natural, from 74 per cent to free; whale 
oil, from 30 per cent to 15 per cent; and castor oil, from varying rates to free. 
Two of the most important “basket items” in the entire group are reduced: 
acids, n.o.p. of a kind not produced in Canada, from 20 per cent to 15 per cent; 
and chemicals and drugs, n.o.p., not produced in Canada, from 174 per cent to 
15 per cent. Some five items in this large and varied tariff group are reduced 
under both preferential and favoured-nation tariffs; all medicinal and pharma- 
ceutical preparations compounded of more than one substance, liquid, from 20 

8907—53 


86 ; STANDING COMMITTEE 


per cent and 274 per cent to 174 per cent and 224 per cent, respectively ; toilet 
soap, from 20 per cent and 294 per cent to 15 per ‘cent and. 294 per cent, respec- 


tively; soap powders and soap, n.o.p., from 20 per cent and 25 per cent to 


per cent and 20 per cent, respectively; glue, n.o.p., from 174 per cent plus 2 
cents and 25 per cent plus 5 cents to 15 per cent plus 2 cents. and 224 per cent 
plus 5 cents, respectively; and varnishes, lacquers, etc., from 15 cents per gallon 
plus 10 per cent and 15 cents plus 20 per cent to 15 cents plus 5 per cent and 
15 cents plus 15 per cent, respectively. 

Crude vegetable oils of cotton seed, palm and palm kernel, peanut and 
cocoanut, when imported to be refined for edible purposes, are bound at the rate 
of 10 per ‘cent hitherto applicable; and in connection therewith, cotton seed, palm 
kernels, peanuts and copra (cocoanut meat)—all raw materials for the crushing 
industry—are placed on the free list. 


Earthen and Glassware, Etc.: In this group there are several reductions in 
rates that will be of especial interest to Canadian housewives; moreover, the more 
noteworthy of these relate to goods of which this country is not an important 
producer. The favoured-nation rate on all tableware of china, porcelain, or 
semi-porcelain is reduced from 35 per cent to 25 per cent; rates of 274 per cent 


and 25 per cent applicable at present to a wide range of glass products, etc. 


(including glass tableware, cutglass ware, opal glassware, bottles, lamp- 
chimneys and machine-made tumblers) are consolidated in a flat rate of 224 
per cent; window glass of all kinds is reduced from 15 per cent to 10 per cent, 
and plate glass in panes or sheets not exceeding seven square feet each is 
reduced from 20 per cent to 10 per cent. Other reductions in duty under the 
favoured-nation column include: manufactures of clay or cement, n.o.p., from 
20 to 174 per cent; earthen roofing tiles, from 324 per cent to 20 per cent; 
earthen churns, crocks, etc., from 30 per cent to 20 per cent; all sanitary earthen- 
were, from 274 per cent to 25 per cent; dead-burned or sintered magnesite, from 
27% to 15 per cent; marble, sawn or sand-rubbed, from 20 per cent to 10 per 
cent; all manufactures of asbestos, n.o.p., from 20 per cent to 124 per cent; 
electric light and are carbons, from 324 per cent plus 20 cents lb. to 25 per cent 
plus 10 cents; incandescent bulbs, from 74 per cent to 5 per cent; sheet glass, 
from 25 per cent to 20 per cent; plate glass, n.o.p., from 30 per cent to 25 per cent; 
mirrors of glass, from 30 per cent to 224 per cent; stained or ornamental 


windows, from 274 per cent to 15 per cent; and spectacles and eyeglass 


lenses, from 243 per cent to 2245 per cent. A few products in this 
group are reduced under both preferential and favoured-nation tariffs: drain 
pipe, sewer pipe, earthen blocks, etc., from 20 per cent and 30 per cent 
to 15 per cent and 224 per cent, respectively; earthenware wall tile, from 20 
per cent and 30 per cent to 15 per cent and 25 per cent, respectively; and 
earthenware, n.o.p., (including ordinary table earthenware), from 20 per cent 
and 35 per cent to 174 per cent and 25 per cent respectively, Crude asbestos 
is placed on the free ick 


Various Metals and their Products: The principle of reciprocity in tariff 
treatment so far as concerns the United States in particular has been applied 
over one broad sector of this highly important Metals group: the primary 
and rolling mill products of aluminum. Concessions in duties have been made 
by both countries (as well as by several other negotiating countries) and the 
Canadian rates have been reduced on the more common forms of aluminum 
as follows: aluminum pigs, blocks, ingots, slabs, wire-bars, etc., from 274 
per cent to 2 cents per lb.; bars, rods, plates, sheets, strip, etc., from 274 per 
cent to 3 cents per lb.; angles, channels and other rolled, drawn or extruded 
sections and shapes, from 274 per cent to 224 per cent; wire and cable, whether 
or not twisted or stranded, from 274 per cent and 30 per cent to 224 per cent; 
pipes and tubes, from 275 per cent to 224 per cent; kitchen or household 
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 hollow-ware of aluminum, from 274 per cent to 224 per cent; and manu- 
factures of aluminum, n.o.p., from 274 per cent to 224 per cent. In zinc 
products, the existing free entry has been bound in respect of zine dust, strip, 
sheets and marine-boiler plates; and manufactures of zinc, n.o.p. have been 
reduced in rate from 20 per cent to 174 per cent. Wire of all metals and kinds 
(other than iron or steel or aluminum) is reduced from 30 per cent to 20 per 
, cent; such wire, if covered, from 274 per cent to 20 per cent; wire cloth 
or sereen, from 224 per cent to 20 per cent; and all manufactures of brass 
» or copper, n.o.p., from 243 per cent to 20 per cent. In the _ precious- 
metal field, reductions apply under both preferential and favoured-nation 
tariffs. As regards articles consisting wholly or in part of sterling or 
other silverware, n.o.p. and all manufactures of gold or silver, n.o.p. from 
| existing rates of 20 per cent and 323 per cent to 174 per cent and 274 per cent, 
respectively. Reductions under both tariffs apply also in the case of nickel- 
plated ware and gilt or electro-plated ware, from duties of 174 per cent and 
30 per cent to 15 per cent and 224 per cent, respectively. Toilet articles of all 
__ kinds of which the manufactured component of chief value is sterling silver are 
reduced from two existing favoured-nation rates of 333 per cent and 374 per 
cent to a flat rate of 80 per cent. A very wide range of so-called ‘ Léwollery 
findings” of metal will be dutiable at 20 per cent instead of 25 per cent as at 
present and many types and kinds of wire or strip used in the jewellery industry 
are reduced from 20 per cent to 15 per cent. Watch cases are reduced under 
both tariffs: from existing rates of 20 per cent and 324 per cent to rates of 15 
per cent and 25 per cent. 
In the ferro-alloy group, the favored-nation rate on ferro-silicon containing 
more than 8 per cent by weight of silicon but less than 60 per cent, is reduced 
from 14 cents to 1 cent per Ib. 


Iron and Steel, and Products Thereof: In any tariff negotiations to which 
Canada is a party, all forms of iron and steel and articles produced therefrom 
play a vital part. That this was the case at Geneva is illustrated by the simple 
fact that the Schedule to the Agreement includes no fewer than 350 items 
relating to this tariff group, some 10 of which appear also in Part II of the 
Schedule. Many of the items are included in the Schedule for the purpose of 
binding the existing tariff treatment but reductions in duty (chiefly in the 
favored-nation rate only) are numerous and important. 

Considering first the primary forms of iron and steel, up to and including 
rolling-mill products, it will be seen from a perusual of Schedule V that tin-plate 
of a class or kind not made in Canada is reduced from 15 per cent to 10 per 
cent; and that tin-plate, n.o.p., will be subject to a duty of 15 per cent on imports 
under both tariffs as soon as the necessary legislation to that end can be enacted. 
Flat steel of rust-, acid- or heat-resistant qualities are reduced from 174 per cent 
to 124 per cent and structural shapes if punched, drilled or further manufactured 
than rolled or cast, from 35 per cent to 30 per cent. Other reductions provided 
in respect of basic iron and steel forms include: castings of iron, from 224 per 

cent to 20 per cent; castings of steel, from 224 per cent to 20 per cent; forgings 
of steel, n.o.p. from 274 per cent to 25 per cent; axles and bars for railway 
vehicles, from 25 per peed to 224 per cent; axles and bars for other vehicles, n.o.p., 
from 30 per cent to 224 per cent; cast iron pipe, from $10.80 to $10 per ton; 
pipes and tubes, welded or seamless, not more than 104 inches in diameter, 
from 25 per cent to 224 per cent; fittings and couplings for pipes and tubes, from 
25 per cent to 224 per cent; springs, for the running gear of other than railway 
vehicles, n.o.p., from 30 per cent to 274 per cent; silent and roller chain, from 
20 per cent to 15 per cent; and steel chain, n.o.p., from 30 per cent to 25 per cent. 

All farm implements and machinery at present entitled to entry free of duty 

are bound against imposition of duty. Ore and rock crushers, rock drills and 
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similar mining and quarrying equipment are reduced from 174 per cent to 15 per 
cent; and machinery, logging cars, cranes, etc. for use in logging operations, 
from 15 per cent to 124 per cent. | | 

In office machinery and equipment, “parts” of typewriters are reduced from 
20 per cent to 15 per cent; book-keeping, calculating and invoicing machines, from 
124 per cent to 10 per cent; adding machines, from 20 per cent to 174 per cent; 
and “parts” for adding machines from 20 per cent to 15 per cent. 

While the favoured-nation rate of 20 per cent on vacuum cleaners is bound 
against increase, the duties on many articles of household equipment are reduced ; 
electric or other refrigerators, from 25 per cent to 224 per cent; washing machines, 
from 25 per cent to 224 per cent; clothes wringers, from 25 per cent to 224 per cent; 
lawn mowers, from 30 per cent to 25 per cent; hollow-ware of iron or steel, coated 
with vitreous enamel, from 30 per cent to 2245 per cent; kitchen and dairy hollow- 
ware, including milk cans, from 25 per cent to 20 per cent; bicycles, from 274 per 
cent to 25 per cent; children’s carriages, sleds, etc., from 30 per cent to 223 per 
cent; all kinds of apparatus designed for cooking or for heating buildings, from 
25 per cent to 224 per cent; gas burners and mantles, from 274 to 225 per cent; 
lamp shades and holders, and electric light fixtures and appliances, n.o.p., from 
274 per cent to 225 per cent. Other electrical equipment to which reductions 
will apply includes the following: arc and incandescent lamps, from 30 per cent 
to 25 per cent; electric torches or flashlights, from 274 per cent to 224 per cent; 
electric telegraph apparatus, from 25 per cent to 20 per cent; electric telephone 
apparatus, from 25 per cent to 224 per cent; electric wireless or radio apparatus, 
from 25 per cent to 20 per cent; dynamos, generators and transformers, from 
25 per cent to 224 per cent; electric motors, electric insulators, and all electric 
apparatus, n.o.p. from 25 per cent to 224 per cent. 

Other reductions in the favoured-nation rates applicable to commodities the 
chief component of which is steel include the following: electric dental engines, 
from 30 per cent to 224 per cent; fire engines and fire fighting apparatus, from 
30 per cent to 25 per cent; table knives and forks, from 30 per cent to 25 per 
cent; all other knives, from 30 per cent to 20 per cent; spoons, from 30 per cent 
to 25 per cent; scissors and shears, from 30 per cent to 20 per cent; razors, from 
30 per cent to 274 per cent; safety razor blades, from 25 per cent to 20 per cent; 
many hand tools, from 274 per cent to 25 per cent; baths, basins, closets, etc. 
of steel, coated or not, from 25 per cent to 20 per cent; railway locomotives, 
n.o.p., from 30 per cent to 25 per cent; locomotives and cars for mining and 
sawmill operations: if made in Canada, from 30 per cent to 20 per cent and if 
not made in Canada from 125 per cent to free; railway cars, from 274 per cent 
to 225 per cent; aircraft, from 20 per cent to 15 per cent and aircraft engines, 
from 175 per cent to 15 per cent; water pumps for domestic purposes, from 
25 per cent to 224 per cent; buckles andi clasps of all kinds (not being jewellery) 
from 274 per cent to 25 per cent; and household, office or store furniture, sub- 
stantially of metal, from 274 per cent to 25 per cent. 

A very few items in the Iron and Steel group appear, as stated above, in 
Part Il of the Schedule, and reductions in both preferential and favoured-nation 
rates include these: woven or welded wire fencing and wire cloth or netting, from 
20 per cent and 30 per cent to 174 per cent and 25 per cent, respectively; cars, 
n.o.p., and wheel-barrows, trucks, scrapers, etc., from 15 per cent and 274 per 
cent to 10 per cent and 225 per cent, respectively; and slide, hookless or zipper 
fasteners, from 30 per cent and 374 per cent to 25 per cent and 30 per cent, 
respectively. 

The present Canadian duties on motor vehicles are bound against increase. 

Wood and Manufactures thereof: This growp is represented in Schedule V 
by items which are few in number but which cover an important field, both 
import and domestic. The favoured-nation rate on hardwood flooring is reduced 


from 173 per cent to 124 per cent; certain plywood, from 224 per cent to 20 per 
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ent; skis and fittings, from 30 per cent to 224 per cent; fishing rods, from 25 
per cent to 20 per cent; picture and photograph frames from 275 per cent to 
- 20 per cent; and furniture substantially of wood from 325 per cent to 275 per 
cent. 

Textile Products of all Kinds: Although represented in Schedule V by only 
some 125 tariff items, the Textile Group of the Canadian tariff has contributed 
one of the most vitally-important sections of the entire General Agreement 
" between Canada and other negotiating countries. Negotiations in respect of 

textiles and textile products—whether as regards the primary forms of yarns 
and filaments, fabrics of all kinds, or made-up garments and articles—were 
conducted not only with the United States, Belgium and Luxembourg, the Nether- 
lands, France, China and Czechoslovakia, but with the United Kingdom; all 
_ these countries have in the past been important suppliers of the Canadian market 
and the particular position of the United Kingdom in this respect is evidenced 
by the fact that, out of a total of about 125 scheduled items, no fewer than 

30 appear in Part II (as well as in Part I) of the Schedule to the Agreement. 
The items listed cover textile products of cotton, vegetable fibres other than 
cotton, wool, rayon and other synthetic fibres other than cotton, wool, rayon 
~ and other synthetic fibres, and silk, including admixtures of any or all of these. 
The favoured-nation rate is reduced on certain cotton yarns, including 
- cords and twines, from 20 per cent plus 3 cents per pound to 174 per cent plus 
3 cents; on cotton sewing thread on spools, from 224 per cent to 20 per cent; 
~ and on mercerized cotton yarns, from 224 per cent to 20 per cent. Both rates 
on cotton-thread yarns (Item 522e) are reduced, from 74 per cent to 5 per cent 
and 10 per cent, respectively. 

Woven fabrics of cotton, not bleached (Item 523) are reduced under the 
-favoured-nation tariff from 174 per cent plus 3 cents per pound to 15 per cent 
plus 3 cents. No reduction in the preferential rate is accorded on this item. 

Seamless cotton bags are similarly reduced, from 274 per cent to 224 per cent. 

In bleached, mercerized, printed and coloured cotton fabrics, reductions 
apply under both tariffs. In respect of bleached or mercerized fabrics (Item 
523a) existing preferential and favoured-nation rates of 20 per cent and 20 per 
cent plus 3 cents per pound, respectively, become 174 per cent and 174 per cent 
plus 3 cents. On all printed, dyed or coloured cottons (Item 523b) the existing 
preferential rate of 20 per cent is reduced to 174 per cent; and favoured-nation 
rates on such fabrics are reduced as follows: 


(i) Fabrics valued over 80 cents per pound: to 174 per cent plus 3 cents; 
(11) Fabrics valued at 50 cents to 80 cents per pound: to 224 per cent plus 8 
cents; (111) Fabrics valued at less than 50 cents per pound: to 25 per cent plus 
— 34 cents; (iv) Fabrics known as denims: to 174 per cent plus 3 cents; the 
reduction in respect of each sub-item being one of 24 per cent in the ad valorem 
— rate, but with no change in the specific duty. 

Cotton cretonnes and gabardines (Items 523] and 523k) are reduced under 
both tariffs, from 124 per cent and 274 per cent plus 34 cents per pound, 
respectively, to 10 per cent and 25 per cent plus 34 cents per pound. 

Cotton bobbinet, plain, in the web, is reduced under the favoured-nation 
tariff only, from 25 per cent to 124 per cent. 

In th case of embroideries, lace, nets, etc. of cotton (Item 529) the preferen- 
tial rate is reduced from 20 per cent to 15 per cent, and the m.f.n. rate from 274 
per cent plus 34 cents per pound to 20 per cent plus 3 cents. Coloured cotton 
laces for use in Canadian industries (Item 530) are reduced under the m.f.n. 
tariff only, from 174 per cent to 15 per cent. 
4 The most important “basket item” of the cotton group, covering clothing 
and wearing apparel and all manufactures of cotton not separately classified 
(Item 532), on which the existing rates are 25 per cent preferential and 30 per 
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cent favoured-nation, has been subdivided to provide (a) reduced preferential 
rates of 224 per cent on cotton curtains and impregnated cotton fabrics and of — 
20 per cent on cotton bags, not seamless and (b) a favoured-nation rate of 25 — 
per cent on clothing, wearing apparel and manufactures of cotton, n.o.p., of 274 — 
per cent on cotton curtains and impregnated cotton fabrics, and of 225 per 
cent on cotton bags. This new subdivision of the item means the elimination — 
of preference on that part thereof which covers clothing and manufactures of © 
cotton, n.o.p. Cotton handkerchiefs, presently dutiable at 15 Der cent and 30 
per cent, respectively, will now bear rates of 125 per cent and 274 per cent. 

Twine for baling farm produce is put on the free list and the favoured- 
nation rate on linen thread is reduced from 224 per cent to 174 per cent. 

Jute yarns (other than singles) and twines. (Item 537e), are reduced under 
both tariffs from 25 per cent and 30 per cent to 20 per cent and 25 per cent, — 
respectively. 

The free entry at present accorded under the preferential tariff to certain 
fine linens and linen articles under sub-items (a) and (b) of Tariff Item 540 
is continued and the favoured-nation rates thereon are reduced in respect of 
sub-item (a), from 30 per cent plus 34 cents per pound to 224 per cent plus 3 
cents and in respect of sub-item (b), from 30 per cent plus 34 cents to 20 
per cent plus 3 cents. As regards sub-items (c) and (d) of the same item, 
reductions affect both preferential and favoured-nation tariffs, the new preferen- 
tial rate on each of these sub-items being 15 per cent plus 3 cents per pound 
and the new favoured-nation rate, 20 per cent plus 34 cents. . 

Reductions in favoured-nation rates, only, apply to linen fire hose, from 
324 per cent to 30 per cent; to all clothing, wearing apparel and manufactures, 
n.o.p., wholly or in part of vegetable fibres other than cotton (Item 548), from 
30 per cent to 25 per cent; and on woven dress linens (Item 548a). 

In the wool group, an important provision is for the free entry under both 
tariffs of carpet wools. Hair, curled or dyed, is reduced from 174 per cent to 
15 per cent and nets made of human hair from 30 per cent to 15 per cent. Changes 
in duties on wool yarns are three in number. On the “n.o.p.”’ yarns under Item 
551 the preferential rate is reduced by 1 cent per pound to 15 per cent and 5 
cents and the favoured-nation rate from 20 per cent plus 30 cents per pound 
to 174 per cent plus 20 cents. Manufacturing yarns (Item 551a) are reduced 
under the mf.n. tariff only, from 173 per ‘cent plus 15 cents per pound to 15 
per cent plus 15 cents, and worsted yarns for six-ounce fabrics (Item 551d) in 
exactly the same amount. 

In the wool fabric group, siv-ounce cloths imported for furnishing (Item 
554) are reduced under both tariffs by 24 per cent, with no change in the specific 
duty, the resulting being 15 per cent plus 74 cents per lb. and 20 per cent plus 
174 cents. Similarly, four-ounce fabrics imported for finishing in Canada (Item 
554c) are reduced—but only under the m.f.n. tarifi—form 25 per cent plus 
175 cents per lb. to 20 per cent plus 15 cents. 

The chief item in the wool fabric group is Item 504b, under which 
enters the largest part of the total imports of woollen and worsted cloths 
and on which the existing preferential rate is 224 per cent plus 12 cents 
per lb. and the favoured-nation rate, 35 per cent plus 30 cents, the 
former having a proviso to the effect that the maximum duty per pound of :cloth 
shall not exceed fifty cents. Under the new Agreement, the preferential rate 
on the item is reduced to:i20 per cent plus 12 cents per Ib. (with the maximum 
duty proviso unchanged); the favoured-nation rate is reduced to 274 per cent 
plus 30 cents and, as respects fabrics weighing not more than eight ounces to the 
square yard, there is now provided under the m.f.n. tariff a maximum duty of $1 
per pound. Other favored-nation rates reduced include those on billiard cloth, 
melton cloth and slipper cloth. 

On the main “finished goods” item in the wool group (Item 555), which 
covers in general imports of clothing, wearing apparel and articles made from 


ng ee) oe 


— 


] 
| 
: 
. 
: 

‘ 

: 

: 


BANKING AND COMMERCE 91 


woven wool fabrics, as well as all non-specified manufactures composed wholly 
or in part of wool, the preferential rate is reduced from 30 per cent to 25 per cent 
and the favored-nation rate from 324 per cent on women’s and children’s outer 
garments and from 40:per cent plus 324 cents per lb. on all other clothing and 


- manufacturer goods, to 2745 per cent. Wool blankets (Item 552) are reduced 


under the m.f.n. tariff only, from 30 per cent plus 25 cents per lb. to 25 per cent 
plus 20 cents; and cotton blankets from 20 per cent plus 5 cents per lb. to 
174 per cent plus 5 cents. 

Yarns of synthetic fibres or filaments appear only in Part I of the Schedule; 
that is, they are affected only in respect of the favored-nation rate. All single 
and plied yarns (whether viscose, acetate, cupromonium, etc.) are reduced from 
the present rate of 30 per cent but not less than 28 cents per lb. to one of 25 per 
cent but not less than 24 cents per lb. So-called “spun rayon” yarns (Item 558f) 
are reduced in an idential manner. 


In accord with a reduction on silk fabrics “in the gum,” imported for the 
purpose of being finished in Canada (Item 560), there is a reduction in the 
m.f.n. rate on two silk fabric items: the rate on Item 560a Is reduced from 
36 per cent plus 10 cents per yard to 30 per cent plus 74 cents; and that on Item 
560b, from 294 per cent to 25 p.c. 

One of the most important items in the textile group is that relative to 
fabrics woven from synthetic yarns or filaments (Item 561), imports under which 
have come in former years from a dozen countries but of which normally the 
United Kingdom was the principal source of supply. The existing preferential 
rate is an ad valorem only, of 274 per cent; whereas the favoured-nation rate is a 
compound one: 36 per cent plus 40 cents per lb. The Agreement provides for a 
preferential rate of 224 per cent and an m.f.n. rate of 274 per cent plus 40 cents. 

Ribbons of pure silk and of synthetic silk, and necktie silks, are reduced 
under the favored-nation tariff, the two former from 272 per cent to 25 per cent 
and the latter from 18 per cent to 15 per cent. Embroideries, lace and nets n.o.p. 
(i.e.—as distinct from those wholly of cotton referred to earlier in this statement) , 
dutiable under Item 565 at 224 per cent preferential, and 324 per cent or 273 per 
cent favoured-nation, are reduced to 174 per cent and 224 per cent, respectively. 

Under the existing Agreement with the United States, silk clothing and 
wearing apparel in dutiable at 30 per cent and other manufactured silk products 
n.o.p. (Item 567) at 30 per cent plus 7 cents per ounce. The new Agreement sets 
a flat rate of 30 per cent on the entire item, with no change in the existing pre- 
ferential rate of 274 per cent. As respects similar clothing and articles of 
synthetic silk (Item 567a), the existing preferential rate is 25 per cent while 
the m.f.n. rate on clothing and apparel is 324 per cent and on other products, 
314 per cent plus 44 cents, per ounce. In the new Agreement, “split” rates are 
discontinued; the preferential rate on the entire item will be 20 per cent and the 
favored-nation rate 274 per cent. 

Products of the knitting industry—whether of cotton, wool, silk, artificial 
silk or admixtures thereof—are dutiable for the most part under tariff item 568, 
on which the preferential rate is 20 per cent, and the favoured-nation rate either 
35 per cent. (if clothing or apparel) or 35 per cent plus 25 cents per lb. (if articles 
other than clothing). In the new Agreement, the B.P. rate is unchanged, and the 
favoured-nation rate is 35 per cent, without any specific component. The closely 
related item (568a) covering hosiery has two sub-items; wool hosiery, with 
preferential and m.f.n. rates of 20 per cent plus 30 cents per dozen pairs and 324 
per cent plus $1.85 per dozen pairs, respectively, the latter (only) of which is 
reduced to 274 per cent and $1.20 per dozen pairs; and other hosiery, with pref- 
erential and m.f.n. rates of 20 per cent (no specific duty) and 20 per cent plus 
$1 per dozen pairs, the latter (only) of which is reduced to 20 per cent plus 75 
cents per dozen pairs. 
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Other reductions in favoured-nation duties in the textile group include the 
following: church vestments, from 153 per cent to 10 per cent; hats, n.o.p. (Item 
569 (v)) from 30 per cent plus $1.50 per dozen to 274 per cent plus $1 per dozen; 
wool berets, from 27 per cent plus 584 cents per dozen to 224 per cent plus 50 
cents per dozen; and hats, hoods or shapes of fur-felt, or of wool-and-fur felt, on 
which the preferential rate is reduced from 224 per cent to 174 per cent and the 
m.f.n. rate from 30 per cent to 224 per cent. 

Existing preferential rates on cutpile cocoa mats, and on cocoa mats or mat- 
ting n.o.p., of 3 cents per square foot and 74 cents per square yard, respectively, 
are reduced to 24 cents and 63 cents, with reductions in the m.f.n. rates. Other 
textile floor-coverings which appear in the Schedule are carpets and linoleums. 
The former enter under Item 572, with a preferential duty of 30 per cent and a 
favoured-nation rate of 30 per cent plus 74 cents per square foot; these are 
reduced to 25 per cent preferential and 25 per cent plus 5 cents, favoured-nation. 
The favoured nation rate on oilcloth and linoleum (Item 573) is reduced from 
30 per cent to 274 per cent. : 


Hides, skins and leather goods: Free entry under tariffs is continued 
in respect of hides, skins and plates (Items 599, 601 and 602). -A reduction is 
provided on fur skins wholly or partially dressed (Item 603) from 134 per cent 
to 124 per cent and free entry is accorded to karakul skins, formerly dutiable 
under this Item at rates of 10 per cent and 134 per cent, respectively. Sheepskin 
or lambskin leather, further finished than tanned, is reduced under the m.f.n. 
tariff only, from 25 per cent to 224 per cent; and all belting leather as well as 
leather further finished than tanned, n.o.p. (Item 604) from 20 per cent to 174 
per cent favoured-nation only. The favoured-nation rate only on sole leather 
(Item 604b) is reduced from 25 per cent to 224 per cent; genuine reptile leathers, 
from 15 per cent to 74 per cent; and pig and morocco leathers (Item 605a), from 
25 per cent to 20 per cent. Leather produced from East India tanned kip 
(Item 606) bears at present a preferential rate of 20 per cent plus 4 cents per 
square foot and a favoured-nation rate of 25 per cent plus 4 cents; these are 
reduced to 20 per cent plus 2 cents and 25 per cent plus 2 cents, respectively. The 
m.f.n rate on leather belting (Item 609) drops from 25 per cent to 224 per cent. 
The existing rates on leather garments (Item 611b) of 20 per cent and 30 per 
cent become 174 per cent and 274 per cent respectively; and those on harness 
and saddlery (Item 612) of 174 per cent and 224 per cent become 15 per cent 
and 20 per cent respectively. . 

Leather footwear (Item 61la) bears duties at present of 224 per cent. and 30 
per cent preferential and favoured-nation, and these are reduced in Schedule V 
to rates of 20 per cent and 274 per cent, respectively. Canvas shoes with rubber 
soles also under Item 61lla, dutiable at present at 224 per cent and 35 per cent 
will in future carry the same ratings as those attaching to leather footwear, 
namely: 20 per cent and 274 per cent. All non-specified manufactures of leather 
(Item 613) with rates, preferential and favoured-nation, of 20 per cent, and 
25 per cent will be dutiable at rates of 174 per cent and 224 per cent, respectively. 


Rubber and Products: The favoured-nation rate of 224 per cent on all non- 
enumerated manufactures of rubber (Item 618) is reduced to 20 per cent and 
that on belting, n.o.p. (i.e—all other than leather belting, Item 610) is reduced 
from 25 per cent to 20 per cent. Both tariffs are reduced on rubber clothing and 
clothing made from waterproofed cotton fabrics (Item 619a), from 25 per cent 
and 30 per cent respectively, to 224 per cent and 274 per cent. 


Miscellaneous commodities: Scores of commodities not particularly related 
to any tariff group but of significance in the daily life of Canadians appear in 
Schedule V with reduced rates. Illustrative of the reductions are the following: 
anthracite coal, from 50 cents per ton to free; bituminous coal, from 75 cents to 
50 cents; pianos and organs, from 25 per cent to 224 per cent; musical instru- 
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ments of all kinds not specially enumerated, from 24% per cent to 174 per cent; 
brass band instruments, and all manufactures of fur, n.o.p., from 30 per cent 
to 25 per cent; braces and suspenders, from 27 per cent to.224 per cent; umbrellas, 
parasols, etc., from 27 per cent to 25 per cent; jewellery for adornment of the 
_ person, from 35 per cent to 324 per cent under the m.f.n. tariff and from 25 per 
cent to 224 per cent under the preferential tariff; buttons of vegetable ivory, 
from 30 per cent plus 10 cents per gross to 25 per cent plus 10 cents; other buttons, 
from 30 per cent plus 5 cents per gross to 25 per cent plus 5 cents; toilet and 
_ dressing combs, from 25 per cent but not less than $1.50 per gross to 20 per cent 
- but not less than $1.44 per gross; brushes of all kinds, n.o.p., from 30 per cent to 
- 25 per cent; pens and penholders, from 25 per cent to 224 per cent; lead pencils, 
- from 35 per cent to 30 per cent; tobacco pipes of all kinds, from 294 per cent to 
_ 224 per cent; cigar and cigarette holders, from 294 per cent to 25 per cent; cigar 
and cigarette cases, smokers’ sets, tobacco pouches, etc., from 294 per cent to 
25 per cent; motion-picture films, positives, one and one-eighth inches and over 
f (Item 657a) from 24 cents to 14 cents per linear foot; photographic dry plates, 
_ from 274 per cent to 25 per cent; grinding wheels, blocks or stones and manu- 
E factures of emery or of artificial abrasives (Item 670), from 224 per cent to 
_ 20 per cent; sponges of marine production, from 174 per cent to 15 per cent; 
- roofing granules, whether or not colored or coated, from 20 per cent to 15 per 
cent; hominy grits, corn grits and hominy feeds, from 20 per cent to 10 per cent; 
mineral and medicinal waters, natural, from 20 per cent to free; potassic nitrate 
of soda, n.o.p., from 20 p.c. to free; certain products or articles of quartz, from 
, 20 per cent to free if not further processed than cut into slabs and ground to 
shape and from 20 per cent to 10 per cent if fully manufactured; woven tire 
: cord fabric chiefly or synthetic fibres or filaments, coated with rubber composition, 
from 174 per cent plus 34 cents per lb. to 15 per cent; wire-drawing dies, in the 
~ rough, from 10 per cent to 5 per cent and oiticica oil, from 20 per cent to free. 
: Trunks, valises, bags and baskets of all kinds (Item 622) and musical instru- 
~ ment cases, fancy boxes and cases of all kinds, portfolios, satchels, etc. (Item 623), 
are reduced under both tariffs: the preferential rate from 15 per cent to 124 per 
~ cent and the favoured-nation rate from 30 per cent to 225 per cent. 
: A considerable change in the tariff treatment of containers (under Item 
j 
7 


z 


710) is provided for in the Schedule. The existing duties of 10 per cent and 18 per 
cent on usual coverings containing goods, not machinery, subject to an ad valorem 
duty, when not included in the invoice value of the goods (710b) are reduced to 
free and 74 per cent, respectively; and the existing duties of 5 per cent and 15 per 
cent on machinery coverings (710bb) are reduced to the same rates of free and. 
74 per cent. 
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APPENDIX B 


PRINCIPAL TARIFF CONCESSIONS AFFECTING CANADIAN 
PRODUCTS OBTAINED THROUGH THE GENERAL 
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(PREPARED IN THE 
COMMERCIAL RELATIONS AND ForEIGN TArirrs Division, 
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* Statement includes only items valued at $50,000 or more in either year. 
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NOTE REGARDING STATISTICS 


| The statistics shown for the United States and Empire countries are those of 
the country in question; for other countries Canadian statistics have been used. 
The classifications of the items in the latter are not always identical with the 
descriptions of the items in the tariffs of the countries in which the concessions 
were obtained. To this extent the trade figures must be regarded as 
_ approximations. 3 

The statistics are generally for the last prewar year. In some cases (1.e. 
Czechoslovakia and China) an earlier period prior to 1938 was taken in order 
to obtain a period of greater normalcy. 
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E STATEMENT 3—PRINCIPAL CONCESSIONS GAINED IN NON-COMMONWEALTH 
: COUNTRIES, OTHER THAN THE UNITED STATES—BENELUX 


Canadian Exports to 


Tariff Short Description Previous Agreement Benelux 
Item Rate Rate 
1938 1946 
$ $ 
19 Fish, fresh chilled or frozen......... Free | Free 24,737 207, 142 


he Benelux monopoly charges 
are not applicable to this item on 
imports up to 150% of the average 
imports in 1936, 1987 and 1938. 


26(c) Cheese, hard or medium......... Gute Love - 15% (No mon- Oh; SOR 1255 as 
opoly charge) 
59 (a) Bens ITGS Ae hey irc a ee ies 32% to 52%| 20% AD ABE! oak et Pass 
6%. Feb. 1— 
Rates on apples, fresh, include May 31 
both tariff and monopoly charge. 
62(a) Apples and pears, dried..............| 15% BOOG iar bl eile! Weak tO Poe ee 
ex 68 Wy Jae ets Se ote aa a Re as. es Free Free 9,072,291 | 14,315,998 


See separate note on monopoly 
charge and mixing regulations. 


75(a) CP MOUT  CWCAG aus wtnatstaccse iby sce te iien 3% 3% 76, 768 802,792 
See separate note on monopoly 
charge and mixing regulations. 


84(b) Clover and other seeds for meadows] Free Free (No mon- 4,568 824, 923 
opoly charge) 


EOP OS 3 his Te a ee ee Free Fre 4,667 39, 660 
Maximum i oh of Netherlands monopoly duty or 

corresponding Belgian-Luxembourg charge for seeds 

of grasses f.15.—or fr. 247-80 per 100 Kg. net 


respectively. 
120a3 |Salmon, canned............0.-..000- 25% 20% 38; 068 4: Suri 
ex 121 TODSLETA RARNOO . ects ts Hoe eens 30% 25% Ba LEU baie eerie 


134 AMIMONTALY DASLOS.. 14,0. eek ee ect 15% 15% 49 
Maximum rate of Netherlands monopoly duty or 
corresponding Belgian-Luxembourg charge will be 
.| the Netherlands monopoly duty or corresponding 
; Belgian-Luxembourg charge for wheat or other 
‘ cereals, multiplied by the reciprocal of the extracting 
4 ratio of the flour content of the products, provided 

; 7 


| 


for under this Item. 


i 162 Meat-meal and fish-meal...... ees Free Free Pe DER AS tale 
4 194 Asbestos, crude...........00e..0000. Free Free 717,646 | 564,012 
; Beier Tentate yot occa eae Free Free 22, 455 183, 798 
; 195 f ATO ORE Ora tlh. stato ork knee Ge Free Free \ ec are 
i 790 AiO, WATS, BGO. ihe ek cha s» Free Free ) 
3 195 h Molybdenum and manganese ore....} Free Free Not available 
303 Mineral and vegetable blacks........ Free Bre gS Me te BIO, he Seo Oi, cle: oe eee 
305 PErEVUOOIGUTS: 6s Se ee ks Aa Free — | Free 14, 464 314, 207 
| 362(a) Gloves, all leather.................. 20% 18% } 19,876 40,816 
| (b) Gloves, partly of leather............ 20% 18% 
366 Pe We TRU ee ce wou ore deni Free Free 8,803 4,944 


, 367 War Girt AIPOGBKL 65 code dives 6% 6% 2,702 4,388 
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STATEMENT 3—PRINCIPAL CONCESSIONS GAINED IN NON-COMMONWEALTH 
COUNTRIES, OTHER THAN THE UNITED STATES—BENELU X—Continued 


Tariff 
Item 


Previous 
Rate 


Agreement 
Rate 


Canadian Exports to 


ee | CO eee ef ef 


368 
ex 369 a 
374 a 
382 
383 


€X & 


ex b 


384 


ex a 


ex b 


634 


650 
697 
756. 
757 


762 
770(a) 
774 (a) 
834 
835 a & b 
836 


Short Description 

Hieskine tage up 23s. «i awe tee 24% 
PVHEHELIC TUD DEL. us Sho Ae ee Free 
Rubber conveyor belting........... 10% 
PulpwoGd. see ee ee eae Free 
Wood, squared with the axe or by 

sawing, not elsewhere specified or 

ACUI OG 6 OE ce a Se ee ee 
Douglas fir, pitchpine, ponderosa 

pine, white pine and redwood..... Free 
Ash, cypress, gum, hickory, oak, 

poplar, jarrah, teak, pyinkado, 

TUG YV IN BNAENE os oe. Rie Free 
Wood merely sawn longitudinally not 

elsewhere specified or included: 

Douglas fir, pine, redwood 
1. having at any point a thickness 

exceeding 76-2 mm or a width 

exceeding 279-4 mm. or a length 

exceeding 7-01 mw. so. ee 10% 
2. HOt SPCCHIEdG tees Ce ee 38% 
of ash, cypress, gum, hickory, etc...| 3% 
Wood pulpy ar tert ere aad Free 
Socks and stockings, real silk....... 24% 
Socks and stockings, artificial silk...| 24% 
CHORDS “JE OBO cot) ere vel 24% 
Common ball bootes 2c 5 ke is oe 15% 
Slippers and house footwear......... 24% 
Other leather footwear.............. 24% 
Rabber footwear: cee eye balou. 24% 
Grindstones, whetstones and polish- 

ing stones of natural or artificial 

BIOTASIVERS Oe Cais cis te oe eae a ee eR, 10% 
Bricks and refractory materials. .... 10% 
Perro HOV S, PAW oo ee ee Free 
Copper ingots, grains, plates......... Free 
Copper Dare 16a 8k Ne eee 2% 
MOPper Wires lie a ae as, 4% 
Rough pieces of copper.............. 6% 
Diteiele tay fe 8 ica eS Sata ea, Free 
Alor num Paw 2 oo ee ee Free 

| Manure spreaders, seed drills........| 6% 

Mowers, reapers, reaper threshers...| 6% 


Agricultural machines and equip- 
PONG i cS hed fae ae Lane eee 6% 


24% 
Free 
10% 


Free 


Free 


Free 


Bound 
Bound 
Bound 
24% 


10% 
10% 
Free 
io 


Bind at 8% 


Benelux 
1938 1946 
345 2,187 
Shaan chur 201, 965 
19,899 46,619 
ADT SIS vee eect 
) 
229,744 719,339 
30,614 881 
| 33, 410 354, 617 
259 5,898, 781 
ps WE Hd 1,051, 986 
2,580. jc. pa 
16, 876 175,479 
REPORT. 20,148 > 
eae hea Ps 27, 342 
86,743 1,438,708 
2, 666, 268 1,302, 969 
2,566, 694 393, 659 
59, 664 1, 613, 690 
26, 587 771, 856 


Ps » hee ab aed SD ih 
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STATEMENT 3—PRINCIPAL CONCESSIONS GAINED IN NON-COMMONWEALTH 
GOUNTRIES, OTHER THAN THE UNITED STATES—BENELU X—Concluded 


Canadian Exports to 


Tariff + as Previous Agreement Benelux 
Toit Short Description Rate Rate fen ae 
1938 1946 
861 Alcaline storage batteries and plates} 20% 10% 561 240, 215 
ex 864 BRINE NG PMID oh gure. 2 ws font forthe es dines 12% 12% 32,020 75,377 
875(a) |Porcelain insulators................. 10% 10% 13) 601632 pone 
878 Washing machines.................. 10%. 10% 285 72,144 
890 Automobiles with body or complete.| 24% Bound 
891 Automobile chassis nog. oxi ec ese 24% Bound 
892 Coachwork for automobiles......... 24% Bound 
27,900 9,934,315 
893 Components and separate parts of . 
BAPE ITIO DUES Sade at, «2's ke Rho eee ok Sa 6% Bound 
exa |2. bodywork not specified.......... 15% Bound 


exc |1. chassis frames, bumpers, protec- 
tive bars, wheels of pressed sheet 
iron or steel, rims of iron or steel, 


BGs Se meh as Ue bayer eay hy 155% Bound 
901 Airplanes and other heavier than air 
BODATABUSIs 220 94 occa keene ee oareee 10% Ae Ae MED Pee TSA UY' eR a 452, 964 
HLM GR A, SU Vi PU GE eet eet cs KCTS ie ners a HOTS reed GIR yy ik 17,690,289 | 42,463,978 
Total exports from Canada to Bene- 


DU se, rah im Lie ad, eee NG iol iors sachin ned fae, Clanehed Won als ayes 19,822,297 | 97,509,469 


Nore.-—A large part of the exports of non-scheduled items in 1946 comprised shipments of locomotives 
and other railway rolling stock and oats. 


a oe ee 
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STATEMENT 3—PRINCIPAL CONCESSIONS GAINED IN NON-COMMONWEAL THCOUN- 
TRIES, OTHER THAN THE UNITED STATES—BRAZIL 


Cruzeiro = $0-0544 Canadian Kilog=2-204 lbs. 


Nors: It was agreed at Geneva that, due to the depreciation of the cruzeiro and the increased value ~ k . 


of imported goods, most Brazilian specific duties were to be increased by 40 per cent on which basis 
negotiations were conducted. This proposal isnow under discussion in Brazil but has not yet been brought 
into force. The following table, consequently, shows the present rate of duty, the proposed new duty 
and the rate agreed upon under the Geneva Trade Agreements (rates are in cruzeiros kilog unless otherwise 


stated). 


: e Ges ae ea to 
Tariff AD resent egotiating rade razi 
Item Short Description Rate Rate Agreement 
Rate 1939 1946 
“ $ 
37 Furs prepared or tanned........ 41-60 58*24 29 a 24, 323 160, 848 
Sarmre. pateheds ives eee 31-20 43-68 22-40 
Ex 86 Canned soups, with and without 10-40 14-56-45 G09 6 oe eee ee 1,165 
meat 
87 Casein; powder... 86%.25--45 5 as es 2-70 3° 78 1 SOs ena cee oe 
89 Glue: 
USER pA eee ee OR Ba 5-20 7-28 4 D0 ee re 20,973 
Ofhor kinds ake ss oes 3:10 4-34 2-80 . 
98 Milk: 
Condensed or concentrated, 
WIth SUSATS stew, ics were 3-10 4-34 2-10 BO eG sees 
Same, without sugar or in 
DOWRY seis le eee aces 2-60 3°64 1-82 
103 Cod diver ON.o.. 2206 ae Cosy 4-20 5:88 0870 er a ae 
106 |Cod, dry-salted, unboned 
. metric ton 440-00 616-00 200-00 5, 224 114, 822 
plus Surtax | plus Surtax | plus Surtax ; 
0-30 cr. Kg. | 0-30 er. Kg. | 0-30 cr. Ke. 
plus Con- | plus Con- | minus Con- 
sumption | sumption | sumption 
tax 0-20 tax 0-20 tax 0-20 
er. Kg. er. Kg. er. Kg. 
Cod, dry, salted, boned........ 0-70 0-98 aS Gey le 61, 037 
Terrm?, smIOKED.2 5 620 ee cia 3-20 4-37 1 OOM OS Tee es aoe 1,726 
225 Mpples: (kesh eke canes hh Free Free Free 98, 579 376, 716 
229 Dried. Mraitecs ber ee Oe is 2-10 Be O4 1 reget pe he ae eee a 
230 Preserved fruit in syrup or jam). 6+ 24 8-74 ae 576 5,161 
Preserved fruits, without syrup. 15-60 21-84 10-92 
234 (12 2 CI eR Ga ia er OA ig ton 250-00 350-00 | 175-00 }.352.. 3 eee 
239 WY OSG ee oe a eee etre ton 62-10 86-94 | SGsO4 ty ee 1,495, 956 
240 Preserved vegetables........... 4-16 5-82 As 20 A. Oe ot cidetnes 5, 586 
245 Oat Teuroccte cae: eves Seas tao tae 0-78 1-09 1: 005). eet 6, 922 
Wheat flour.......0.. metric ton 155-00 217-00 155-00 26,493 | 5,573,878 
247 Barley malt.......... metric ton 250-00 350-00 350-00 63; 0420 anc cea tes 
254 Grass and clover seeds.......... 2-70 D185) Fores a? os Aes Se ee ae 
Certified seed potatoes......... Free Free Free 108 662 
294 Planks and boards........ cu. m. 130-00 182-00 182-00 7,012 30, 147 
276 RV PISO Vin 3 his wate aR ede 6-80 9-52 9-52 8,641 141,479 - 


i at ale Sa ae ah ee ah tae et gn, 


TT TE ee ee a 


bar ese 


ipo 
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Kilog = 2, 204 lbs. 


a | | a | a | 
er 


569 


587 


677 
716 
718 


735 
894 
902 


907 


936 
945 
974 


982 


1583 


1632 


1652 


1778 
1779 


Standard newsprint............. 
Wrapping (white)............... 


DOUCUDRDGE Sb. Secs ks od oa 


Asbestos, raw or in fibre....... 


Millboard, leaves or sheets..... 


Grinding wheels iss. .es.. 
Granulated abrasives or fabric. 
Lead bars, ingots, pigs metric ton 
Zinc ingots and pigs..metric ton 


Pure or purified zine in cylinders 
BUCU OL PAUSE ant 2. en eae 


Copper blocks, ingots, pigs 
; metric ton 
Antimony for indusrtial use..... 


Cadmium bars, cylinders or in- 
EO US yd aeons: ak etenspemonveke ts eats hee 


Cobalt cubes, leaves, ingots or 

granulated 
Oba POWMEr ok fb is ee 
Cobalt, purified, refined or Y pure 


a 


rere Tse cae eter ee 
Woodpulp........... Metric ton 


Disinfectant and MnEPOnL Cees for 
se On, tiie Tapia. vaste see 


PO nit, Cates oes eS 
1p) ain’ OTIMCIS Nice ees bean 


Electric ‘sound amplifiers for 
radios, gramophones, etc...... 


Telephone, telegraph, wireless 
telephone, telegraph and tele- 
vision receivers and_ trans- 
WIL UEIAL SOS. 6 Senna aes 


Electric dry cells, separate or in 
batteries weighing up to 50 er. 


Weighing over 50 cys. to 100 


Transformers weighing over 10 
up to 100 Kg 


Ce 


Aircraft and parts.............. 


Automobiles, passenger and 
SENG asa va Meth Sees 


Present | Negotiating 
Rate Rate 
Free Free 
3'1 4-34 
1-6 2-24 
1-00 1-40 
3-30 4-62 
1-60 2-24 
2-60 3:64 
230-00 322-00 
260-00. 364-00 
10-40 14-56 
140-00 196-00 
1-10 1-54 
2-70 3°78 
13-30 18-62 
42-50 59-50 
63-70 89-18 
Free Free 
85-50 119-70 
0-20 0-28 
1-17 2-24 
3-10 4-34 
11-40 15-96 
12-70 17-78 
3-00 4-20 
2-60 3°64 
5-50 7-70 
4-20 5-88 
0-70 0-98 
Various 


Geneva | Canadian Exports to 
Trade Brazil 
Agreement 
Rate 1939 1946 
$ $ 
Free 257,559 | 3,505,455 
2-80°| Not separately classi- 
fied 
1-60 | Not separ- 8il 
ately 
Classified 
Free 8,970 273,787 
EC 1d eae ne aL Not separ- 
ately 
classified 
2-24 
7,678 26, 053 
2-24 
322-00 354, 002 803, 623. 
182-00 
8,823 160, 306 
12-60 
196-00 384, 998 452,273 
Free Not separattly classi- 
fied 
Le BOi Te pats 4,979 
9-31 
QOS TD alice eaecte 2,¢28 
44-59 
$ $ 
Free 994 1, 687 
119-70 26,233 | 1,020,390 


0-14 | Not separately classi- 
fied. 


1-63 111 44,958 
3:27 
10-36 
35, 804 105, 541 
17-78 
) 
2° za 
1-82] 
3°15)| Not separ- 
ately 5,523 
classified 
0°98) to ae 104, 800 
Rates 
Bound 1,100 124, 881 
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Cruzeiro = $0-0544 Kilog = 2-204 lbs. 


Geneva | Canadian Exports to 


Tariff «ys Present | Negotiating} Trade Brazil 
Item Short Description Rate Rate Agreement |—————_____ 
Rate 1939 1946 
$ $ 
1782. -|Auto chassiseparts........0.04.. 3-40 4-76 2-38 1 29, 263 
AS 22n4 | WROLTIBSTALOTS 51 2 1G foe Sewheele's Various Rites" Gems 1, 637 é 
Bound 
1825 |Agricultural implements........ Free Free Free 79,350 126,412 
1831 {Sewing machines and parts..... 0-93 1-36 1-30 | 1,488,839 1, 547,219 
Pea ee LV POWHIECLS: Coie vibe else keene 7-96 11-14 TEA AG cee 4,884 
WaLIOUR WM AGTINET Yio ck eee te eww os Various Rates on 61,117 343, 675 
many kinds 
bound and 
a few reduc- 
tions made 
Total above eens...) cos ha, cae es ae walt aes tin Vaea ie SUN NGI oe 2,949,613 | 16,587,963 
‘Total-Canadian- exports to. Brazil) >. 2543, Sse os ea ena 4,406,789 | 24,601, 962 


Other important Canadian exports to Brazil: 
1939: : 
Tires and tubes, $682,140; aluminum and manufactures, $305, 127. 
1946: 
Aluminum and manufactures, $1,825,521; ships sold, $830,700; brass and manufactures, 
$351, 817; rye $339, 541; rolling mill products, $447,400; pigments, n.o.p., $310, 575. 


The above items were not scheduled at Geneva. 


¥ y45) 
Ex 956 


1330 
1343 
1344 
1346 
1347 
1351 
1358 
1359 
1387 
1388 
1406 
1414 


1415 


1497 


Gold Peso=21 cents approx. 
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COUNTRIES, OTHER THAN THE UNITED STATES—CHILE 


Short Description 


PMN TD ANOS co oe dl hs Pe he ee 
Aluminum in bars or sheets............... 


DYMEOL ANP OUS Sc Abi ooo ue. foo he ake 


Pine, rough or sawn (includes Douglas Fir)| 70 pesos per| 70 pesos per 


Babbar, ELS Ll Ae ARE li ap NE ER PERN? 
Cod fish, dnied ie Pe is Mae tangs a o> SRY Rae 
Rate iorpread ine. oe dyn cle ook oe es 
Lucerne seed... 00.00... 2.505. Frat 
JET TET 8 0 RIE OR AR Mee MR SN Om 
PUI TOUT «Sim Bh re the Bam tes oh yo ae 
PVM ERO SS ent, Lo ana ake On ae Oe 


Oiinloth’arsd-linoteuwie tue 6k. GA lao 


Cotton duck, less than 300 gms. per sq. 
Zi 0 CL CRaneRaR ghee ong hs Gein a Pe an RE CRA 


EG 3 SR IORUS ARORA cea foals “dy MRR tena eae 


Rivne mimenipersy BoP Hao he 


WAPUINE ADPATAUUS Sh cs ae tee ode. Sekt ee. 


Parts for agricultural machines............ 
Patlustrial. machinery> vsis0402% woes o 
PHOMAtTIAL APOBIGIIS cok OAs Let ce 
Transmission belts, rubber................ 
Belts for conveyor machines, of rubber... . 
Carbons and electrodes. .................. 


TUOMEEIO TNGLOCR: O: ole en eos cea 
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STATEMENT 3.—PRINCIPAL CONCESSIONS GAINED IN NON-COMMONWEALTH 


Rates expressed in Gold pesos per kilo unless otherwise stated. 


Canadian Exports to 


Previous | Agreement hile 
Rate Rate 
1939 1946 
$ $ 
0-07 0-05) 
549 42,158 
0-15 0-15 
0-075 0-05 66, 326 65, 270 
12,865.) snes 
cu. metre| cu. metre 
0-15 (Foal Raia Pea elmer 235, 607 
1-75 1200 * i PO OC Ae ee 
90 each AF Brot eee de abn oe 82, 122 
0-15 OF TO ee eS RE OO ares 
0:07 OF OS iat ee te ae 900 
Frees 43 co OB ROG No ot hy CRP SRO RR Meera nie 
9.00 pesos | 6.00 pesos 1, 130 77, 116 
per litre per litre 
= 0:70 Os B5<. 1) Memon fran 1,793 
5:00 1- a 
3-00 1-10 
0-75 Ors $5 ea faerie eng cette Acre sea of cael 
0-10 a EG dal i cnr 113,578 
1-20 0-001 eas 3,484 
0-18 0-18)| Not 
separately 13 
0-25 0-25 classified 
0:35 0-25 23, 202 13,715 
0-125 0-125 48,174 208, 749 
0-30 0-30 15, 109 32,311 
0-125 0-125 
721 106,771 
0-25 0-25 
1:10 1-10 
79,795 231,780 
1-20 0-20) 
0-15 UG Fe Re il tg oe 5,178 
1-10 1-10 | Not 69, 099 
separately 
classified 
0-35 0-25 11, 603 36, 388 
0-075 0-075 125,800 38,171 
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Gold Peso=21 cents aprox. Rates expressed in Gold pesos per kilo unless otherwise stated. a 


Canadian Exports to - . . 


Tariff «4s Previous | Agreement Chile 
pan Short Description Bato Rata 
1939 1946 
$ $ 
-1498 |Asbestos wrought for engine packing....... 1-10 1-10 AIS aod eee 
Total above itemig. |. Su. 4s ae ono pt eaten tae ee 385,692 | 1,364,203 
Total Canadian Exports to Chile..........].......0000.[veeee eee ee. 956,392 | 3,564,804 — 
Other Canadian Exports to Chile, on items 
not scheduled: : 
Motot vehicle casings. 5.08 cee, Be eee Bote ont Grain bone ae 227,714 205, 668 
Brier POS as eck ea ead eT Fe SW er ge 2 31,159 24,043 - 3 
IMG WSBT Nb yi cae oe ioe tas ea ee Waris SERS ee heal 79,031 780,077 ~~ 
Dawine MACRINEs ANE Parts sii Vy sure eels we one. Bea ue. remake damien er 182, 212 
Soda and sodium compounds............}..... ro) eae i PaaS BSE a eu 20; 00T 89, 028 
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COUNTRIES, OTHER THAN THE UNITED STATES—CHINA 


te Previous | Agreement hina 
Short Description Rate Paks 
Fiscal Year 
1937 1946 
' ; j $ $ 
147a PRALINE NONE IF hs He stg ies eee 20% 20% 
149 Aluminum grains, ingots, slabs.......... 4% 5% 484, 883 1,479, 588 
» 150 DMT INUIY SUBSE 6 5h). Soe ab nel 15% 15% 
151 AU, OGG 234 bs, Core il eee cde 123% 123% 
164 Copier Dats BRU TOUS, 5 ei or kia 10% 10% 
166 Copper ingots and slabs................. 10% 10% 1,314 335, 169 
169 Copper sheets and plates................ 10% 10% 
188 Rails, railway...... Sellar ss tee 73% yo hy Gla aaa Edt 1,372, 669 
m ~ 218 25% 221% 260,789 82,016 
225 123% 10% 18,180 2,588 
Ex 236 SR OR RBELOY a on tens 1 a « iuaielnoes alae 15% 15% 229,570 1,729 
a 244 Agricultural machinery and parts........ 74% 73% 7,631 197 
245 Dynamos, electric motors and trans- 
4 TEs) TU cd een TuMleg Rang AAT Oss MD AS 15% 124% 15 813,196 
4 10% 10% 
= Ex 253 IPC BNC DATURS 2a hae, cee ee 5% 5% 20, 472 80; 655 
mee eano(s,)|Antos freight. ........:0.. 000... ueeeceee 15% 5 il te EE aes 3, 500, 208 
* 30% 25% "J 
¥ 256(c) 2 |Auto parts and accessories.............-+ 15% 15% 65. 952, 953 
307 Te Oe OUR poe GBEn, i ipl aM ue teg7 ooh R 35% 30% Ge Sid an ee 
323 Prosessed.milkk: .) 2. tes 3. eu benhe se ye 25% 20% 48, 307 2,966 
E: 357 WHTLGRRCLOUPY . BouuNe Ed. SUA tame te ws sinh 15% 15% 335, 890 9,053, 525 
_ Ex 358 Rolled oats and oatmeal................ 25% 25% 5, 382 50, 123 
B 372 MRICS ae oe as noe 15% 121% 10,880 on eater a 
395- Rr C8 Gs ta rae eaes ps sole? sons e 15% 100 Aces Oren ee Se 2,090/116 
414 Ia Ra Tere Po Oa wig tet td a ee eds 80% 80% 20, 581 33, 109 
: 415 PETRY VAS ioe, Ors wes oe OO EY oR tine bee 80% 80% 1,869 7,637 
: 436 Peete OF NUTINI ek seeds ce ae oe ev oe 10% 10% Not separately classified 
487 STORES PO WORE a, 500. veh ag hha awe os 15% 15% Not separately classified 
: 559 Wood pulp, chemical...) 22.040. 4 as ' 5% 5% 170, 588 122, 867 
567(a) jSkins and furs undressed Gi ir POTS er OF 10% 10% 49,114 59,913 
q Ex 582 Timber n.e.s. rough hewn, softwood..... 123% 121% 367, 990 124 
z 584 PRG WOOG SHOU HS TiGa sch use we atlas 20% 20% | 
757, 885 1,820,928 
3 586 Timber, ordinary, softwood............. 20% 20% 
: 588 ain sloepets.. Hoos 6 see Ponce 10% 10% 122,995 1,012,972 
7 &x 644d Rubber tires and tubes; 2.0... ks 25% 20% 230,472 159, 564 
F TWial shove iterate ass occt eel ORE eae. 3,150,226 | 23,034,812 
Lota) Canadian: Exports to. China. 35 ee ee cee wk 4,899,488 42,915, 14 
. Other Canadian exports to China on 
- items not scheduled: 
en tig ited Rint oti gantt a" AMOR TE OU: ge Sa SAG tevin Dk ere: Tene 593,476 2,215, 630 
SUTIN Oe BRC GE DITORTIOR. yc esto. oe cee ka edec ce Paes 3, 207, 184 
CO Se Se ORE. FS ER ae pe MEN DEN Oy ROC ET nee MMnehARC, em 5,472, 750 
Bisetrinatenmrains: WH. be.. :. od pl tos do eee 4,082 805, 080 
Debtslinnra, VORA IROCULOR fos wb ek fe a oc oe ba 177,896 1,048,795 
WERT OOIGN so Chia yt Feds ln oo ks AR eed Lites » deae tw es 213, 130 59, 106 
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Canadian Exports to 
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STATEMENT 3.—PRINCIPAL CONCESSIONS GAINED IN NON-COMMONWEALTH 


Item 


72-B 


72-C (1) 


72-D (2) 


82-B 
99 


100-A 


248 


254 


STANDING COMMITTEE 


. 


COUNTRIES, OTHER THAN THE UNITED STATES—CUBA 
Note.—Cuban peso=$ U.S. 


Previous Rate 


Short Description to Canada 


Aluminum in bars, plates 
ANG WIE Sites. 6 Scan 


Aluminum in powder..... 


Aluminum hammered into 
{NS TEA VERY oka ce 


Pills, including quinine, 
$0.40 per Kg. 


Pharmaceutical specialties 


or patent medicines..... $0.20 per Kg. 


Biological and opothera- 

peutical products in any 
$0.25 per Kg. 
Cod liver oil and others... 
Newsprint in rolls........ Free 
Book paper j2.. ee! ee 
Crates, shooks: 6 22/47 ..:: 
Broom handles........... 
Cattle, for reproduction...| Free 


Patent.leather, in hides or 
$0.50 per Kg. 


Machinery apparatus, in- 
struments, agricultural. . 


8% 


Machinery apparatus, in- 


struments, industrial....} 11:4% 
Motors, all kinds, and 

DATts sci ie 11-4% 
Telephones, electric appar- 

DED ISH OLIEOe at doe ees Maca ee 17% 
Needles for sewing ma- 

GIINeS ht ree. ta Feat 5% 


Cod fish and stockfish.... 


Salted skate haddock and 
sardines, dried and com- 
PROBE I Te Un ee 


Hake and other similar 
Tish, NSO bacco weet 


Herring in brine, smoked, 
salted or pickled........ 


$5.00 per 100 Kg. . 
$5.00 per 100 Kg. 


$7.50 per 100 Kg. 
$0.30 per 100 Kg. 


$2.00 per 100 Kg. 


$5.00 per 100 Kg. 
$1.20 per 100 Kg. 
$0.20 per 100 Kg. 


$5.50 per 100 Ke. 


$3.50 per 100 Kg. 
$4.00 per 100 Kg. 


$1.30 per 100 Kg. 
$0.40 per 100 Kg. 


Agree- 
ment 
Rate to 


Reduced 


U.S. rate also 
reduced but 
margin nar- 
rowed 


Reduced 


| Reduced 


U.S. rate also 
reduced but 
margin 
remains 


No change 


No change 
Eliminated 


No change 
Eliminated 
Eliminated 


No change 
Eliminated 
Reduced 
Reduced 
Reduced 
Eliminated 
Eliminated 
No change 
Eliminated 


Eliminated 


Eliminated 


Canadian Exports = 


: | | |) 


to Cuba 
1939 1946 
$ $ 
2, 288 97, 209 
eee Scere 4 
‘ 
107,935 | 455,005 
% 
q 
2 
a 
q 
469 177,413 9 
Q 
: 
S eneile Tara yen auieed eo ulae Wea e ton eae 7 
207 Ass cee 3 
389,816 | 1,197,814 _ 
Aree ee 10,696 
heen eee 53,963 
2.043 9,126 
Nil 10,219 — 
39,585 | 39, 158 
922 12,658 
18,012 23, 031 
ete 659 
52,941 | 170,512 
14, 747 11,617 
169,983 | 322,413 
360: dis. ae 
«(eee ae 8,565 
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STATEMENT 3.—PRINCIPAL CONCESSIONS GAINED IN NON-COMMONWEALTH 
COUNTRIES, OTHER THAN THE UNITED STATES—OUBA—Oonc. 


e60NeC0gq0323«323020—@o$—s—awyqqoq0£0\—K—a$9S—oo 


: ; 4 s Agree- Change ee en Paya 
* tem + 4s revious Rate ment in to Cuba 
‘s No. Short Description to Canada Rate to U.S. 
Canada | Preference 1939 1946 
4 3 . 
_ 256-A |Wheat flour.............../$1.30 per 100 Kg $0-83 $ 0:63 25,071 175, 647 
256-D  |Flour, meals and semolinas 
; CO TD «Et Dae Elan, ee $1-625 per 100 Kg. $1625 4: No-change >) .27 7 lt ee 
‘ 260-A | Potatoes certified to be for 
4 seed imported Sept. 1 to 
: A LTS, 0 eee ee Se Free BOGR Tea pena, , Star eal 425, 840 711, 273 
. Sarat hopkvous 6.0 NOY. slit ge) es Perce et fs 4 or Wy athe cae tee ene 
y UGS OAT, Pel Seles we fd et $5.00 per 100 Kg. $5.00 | No change renee 
rf 260-C |Potatoes n.s.c. July 1 to 
: 31, and Oct. 1 to 31..... $4.00 per 100 Kg. $4:00 |: No change } |: +54 Wie ae 
: The same imported from . 
5 Aug. 1 to Sept. 30 of each 
‘. MMAL Ltr de seam ey es $4.00 per 100 Kg. $3.50 |No change in 
; margin. U.S. 
q rate also reduc- 
- ed and reduc: 
tion to Canada 
~~ may be mere- 
ly consequen- 
5. tial. 
276-D Whiskey in bottles........ $0.36 litre $0.29 |No change in 
margin. See 
note below. 2,596 70, 631 
313 Games, toys and other 
ariictes, S27 SAN Paso & 25% 18.75%: 4 Reduced +] ooe2 3. 22,930 
Ex 324-B ‘Calcium carbide.......... 10% 8% Eliminated 96,871} 163,578 
| Dotal-abovoutemayin (yes eter tees ies $1,354, 2921$, 3,744, 11 
Total exnorte.po Gaba acute soa os it hea $1,497, 352/$5, 269, 891 


8907—73 


ih ~~ 
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STATEMENT 3—PRINCIPAL CONCESSIONS GAINED IN NON-COMMONWEALTH 
COUNTRIES OTHER THAN THE UNITED STATES—CZECHOSLOVAKIA 


Rates shown in Kes (Crowns) per 100 kg. 


STANDING COMMITTEE 


Crown = 2 cents 


Short Description 


Previous 
Rate 


Canadian Exports to 


ey ee ed 


330 


336 
ex 356(2) 
ex 358 

469a 


468a 
488b 


ex 488d 
ex 488c 


Apples and pears dried.................. 
Othés dried: firth. 320s ss et ee es 


Lucerne’seed (alfalfa)....2......6.....005 


CT rass SbCd8 er osc OU eee are 


Herrings "salted soso es Be 
Herrings  st0keds i20..5 000 ee ee Se 
High . 1.5: Osop Bal beds iat cs oe ea Dee 
Preserved salmon sin save kes 
Preserved lobster.) 0.45 ce erties coe 
DATONG Awe Ce aire ey Aine bee ‘laren 
Wood for building logs or rough blocks... 
Waebestos; Crude: se et. See: 
Rotary press paper: ov. So. SA ha 
Other white paper iwthout lignine....... 
Other: paper di -6.10s sich ids oe eae 
Synthetic rubber and waste thereof... :.. 
Driving belts of rubber.................. 


Pneumatic tires for bicycles............. 


Innter tubes with outer covers; inner 


Calf leather—except patent— 
Vegetable tanned 


ON e-ie eee © elie 6 CN ye (0 (elle Lene, ely 


Mineral tanneti 22. oe ee 


Lead and lead alloys, crude............. 
ATIC, CLUE ee cuihy . ceker pelos wenn e Loee 


Copper, refined....... hh AG We shes preteen 
Mickel, oride eo) i sy. g he ra ee 


Agreement Czechoslovakia 
pis 1937 1946 4 
$ $ 
. 
0 ae 
oa pee eee a 191,282 
B40 tse AS Se ee 4 
Free 74,010 4,292 = 
3,000 DTA eck Soe ow 4 
700.5 aN te oe 
14h oes 244,128 
TOA a eee : 
LO See eae 198,325 — 
G00: | aie Satins >. eee are 
1,000 6,087 dose. Saha 
© DOO ST oka teens a ee 
BY66 Cuba 3.0). ae ake ome ae 
Frees fin eee ig ee weet 
Bid?) oe ae ee , 
Binds oh es eee 
Bind C00 7] cate eee 
Pree: oS a, eee aaa eee cael 
15000 [aes Br ers tps ere 
1,500 | Not separately classi- 
fie 
1,700 Be Gm bey ee oer 
1,500 (BE ee ee 
15100 FSS ee 19, 230 
1,350f 
800 S614 foc waet batty 
500 
a Not pee classi- 
1; 2004S oe. ee ee ee 
PE Si eae ee 87, 454 
Pree lo coe 281,915 
Free G52, 608 1 fe 
Wree sigs veers oe 6, 596 
5 
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_ STATEMENT 3—PRINCIPAL CONCESSIONS GAINED IN NON-COMMONWEALTH 
COUNTRIES OTHER THAN THE UNITED STATES—CZECHOSLOVAKIA—Ooncluded 


Rates shown in Kes (Crowns) per 100 kg. Crown = 2 cents 


: : 
2 West oat ate cron ae to 
n& ari + 4s revious greement zechoslovakia 
“4 Feb Short Description Tate Rate 
a 1937 1946 
; $ $ 
r ex 488f Aluminum and alloys, crude............. Free Free 76, 857 2,186, 117 
‘ ex 448¢ AKT MRE es Ge. Cour ane vere Free Bre@ics tack fe egen on paar 
ex 491d1 |Copper sheets and plates over 5 mm. 
: ENA Cenc e aie eb Eee Sik ote aes 480 BOON ie aie thee We eke eee 
, 2  |Copper sheets and plates less than 5 mm. 
: packs) tape eg S Cedi Seawind ein Sat Ronn 600 SOO he eee aere eid ot ees 
; 545 Storage: DACLETIOS.4 eas sas i as Kee 1, 200 BS yiits aay pent e NCA Rem We gM yy 
P. 546b1 _—|Electric carbons: | 
A Weighing each 3 kg. or over........... 40 32 6,906 202, 525 
ex 553c¢ Autos freight not over 1,500 kgs......... 3, 200 24000: bs ene ie 116, 238 
: ex 553 ex b |Passenger automobiles: ) 
; ex 1 Not over 1000 kgs; chassis parts....... 3,800 3,400 
, ex 2 | Over 1000 kgs: chassis parts........... 4,500 2,900 
OF eB ctice Ss SSNS egy Wigrmnes Dice rain a bea lee SR be ERIE CMAN (Slae SeN eee | ALBA arh coyhitie » 126, 673 
ex 1 |Trucks: 
Not over 1,500 kgs: chassis parts...... 3, 200 2,900 
554 ier ie parte OUCNOINOE as cradicnsek cach Cabessc cece ces Various 
605 Lamp black and acetylene black........ 40 40 Wate Paks ai arcs 
separately 
classified 
622d Silicon carbide and artificial corundum.. 10 10 Not 41,002 
separately 
classified 
TEAL BODOG ADGING 245 5) er 6 Ad Cet Saa e [aU hae hike wee ewe ees oak 227,948 3,700, 777 
Total Canadian Exports to Czechoslo- 
IMs vets achat Me ated ue ae sit oT Letra EL RN OE Me 855, 128 9,870,930 


Nore: Other important exports to Czechoslovakia in 1946 on items not scheduled. 


Sem SNMPOTA LYSE GE TACO elastase aC Si re a. POE. FR cla Sina? aI dean ade 2, 669, 744 
Fe DUANE ret tac) karin eaten it eters a, ek wl Wisma hate e soa a. 9 glad gaa ne 680, 664 
UTI SUSU et. te Peer RE eR ys erctard ca Abate ano a ea Ae oe oup wh ehaca nh aah aa 127,340 
PUESEAE APART NNR tha OME ces hes tach in we nt ee ie nko Ba Gis Erker ei ghannn tee ee a ere 190, 296 
Pa eT FC ATT |g apt ge MRR CENS FO gle OPAL Pegi eee 0 ala RE Da AR. = Perera ga TA AP eee, 335,405 
PPS ATI os eee ce Bete w esd oie a eat Bilge g ahd a GOO ip WAT a whale 621, 434 
RI CP oe ite ee Pee ce chity ates ire, cata t Fed ele WEEE SS CeiGdule Wiel wae Cie oes 122, 850 


(i. 
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STATEMENT 3——PRINCIPAL CONCESSIONS GAINED IN NON-COMMONWEALTH 
_ COUNTRIES OTHER THAN THE UNITED STATES—FRANOE 


Norrt.—The duties of the prewar French tariff were in most cases specific. That is, they were levied 
on the basis of the weight or some other unit of quantity. Devaluation in the value of the france and the — 
greatly increased cost of imported goods has to a large extent decreased the ad valorem incidence of these 
duties. A new French tariff was announced in 1947, under which most of the duties have been converted 
to an ad valorem basis. At the same time, the whole tariff was re-written and simplified. The rates estab- 
lished under the new tariff are the approximate equivalent of the 1939 specific rates of the minimum tariff. 
Consideration was given to the fact that, before the war, imports into France of many products were 
limited by quota restrictions, which were adopted instead of increased duties. This tariff , was the basis 
for negotiations at Geneva. 


———— 
: ee : Coc so an 


Canadian Exports to 


wits Previous| Agreement. France 
That Short Description Rate Pate 
1938 1946 
$ $ 
1A {Horses for breeding purposes........ ad val.| 80% Pirbe onc) Nhe ste ts See aren 
Draught horses, admitted in the limits of 
an annual quota of 800 head, under the 
conditions laid down by a decree of the 
French Minister of Agriculture. ......... 80% DOG r TOM chs lee nee ae 856, 800 
Other horses. 520066 2 ence TI weet La) 80% SOG. Plas eae vase 
Ex 23A Salmon, ireshon frozens 32 Foo. 88 10% 10% Bat Lidaewtne eee 
24 Fillets of sea fish, fresh................... 70% 35% but Not 1,201, 234 
“not less separately 
than 25 fr.|_ classified 
kg. gross 
¥ B2 NFRBCRORS eens) A ee ON Pay 20% 15% 17,893 4oe2.% hoe Mabe 
Ex 67E |Seed potatoes, admitted in the limits of a | 
quota fixed each year by decree of the 
French Minister of Agriculture and under 
the conditions laid down by said text. ..| 30% L9G Or es eee 
67J Leguminous vegetables (French beans, 
beans in grains, fresh in the pod)........ 25% LOG. 526 SAS PRS ae ee cea 
69A |Beans, in grains, decorticated, broken or 
STOUR ely ae Nie jest ee ea ie ne SM Ap 25% 20% 
St rahe atts 59, 349 
69B |Beans and horse-beans, in grains, decorti- 
cated, broken or split......... Peden ae 15% 12% 
SOG | POTS, POWs 6 foe clk does be danke Leader pee [ME TOO Free _ 442,376 - 10,868 - 
76A |Table apples: 
From February 15 to March 31.......... 15% 8% 
From Aprilitto May Sls cee 15% 6% 24,381 Vue ees 
Prom June 1. to July Blo) oo Vie ee 15% 8% 
From August 1 to February 14.......... 15% 12% 
80B - | Dried apples and ‘pears... 2. 00 Pe 15% LU) iia! Maer eRe Ye | SRO re NE 
93 |Wheat, spelt and meslin......... ree ae 50% 30% 3,539,194 | 3, 020,888 


The French Government undertakes that 
the resale price of wheat imported by 
the “Office National Interprofessiona! 
des Cereales’’, exclusive of internal taxes, 
transportation, distribution and other 
expenses incident to the purchase and 
sale, and for a reasonable margin of 
profit, shall not exceed by more than 
15% the average landed cost, duty-paid, 
of wheat imported during the previous 
quarter. Further in the event of wide 
fluctuations or variations in world prices, 
the amount of maximum _ protection 
agreed to in this item may be adjusted 
in order to maintain the stability of the 
domestic price, subject to agreement 
between the countries party to the nego- 
tiation. 
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, STATEMENT 3-—PRINOIPAL CONCESSIONS GAINED IN NON-COMMONWEALTH 
COUNTRIES OTHER THAN THE UNITED STATES—FRANCEH—Con, 


Canadian Exports to 
Previous | Agreement France 


Short Description 


Rate Rate —— 
1938 1946 
$ $ 
: 9S (|Maize........ PATON hw Cy wd Alten ths: 50% rs acca retreat ea an See cya 
: Groats, semolina, husked or pearled cereal ; 
# grains, crushed grains and grist, flakes: 
ey ; 
102A Of wheat, spelt and meslin............ GOT -BU0- 1 BORG. Ay ves ee boeken leis 
102C la Be DAR sie i aed 9 RRR LET BO% 30% 80: 916: | hee ies 
112F /|Flaxseed for sowing, admitted in the limits 
ae Bir ATID AL UG cbse eres ass ears ee Free Preeyh 5h beh oo ss 67, 937 
113C |Clover, lucern, hop clover ray-grass, sain- ; 
foin, gramicaceous and other fodder 
PLS 3 ee eed eather, Dkk Se Oden Free Free 46, 685 113, 228 
Meer }uINseCK O81; CTUGE.. i026 5 es cc ee ede a be 30% Day Mr A ee MN TERA nr _ 261,793, 
(includes 
flaxseed ) 
Preserved meat in tins, etc.: 
162A Of game, poultry, rabbit, truffled or not.| 15% 12% | 
- Ex 162B ierpork, nob triutited 3. oii i feed ne oes 60% | 50% 
De aehers 3, 189, 626 
162C PETRY ne) erg) dia GE tS eae se 60% 35% 
_ Ex 162D Not specified, not truffled............... 60% 50% 
164 PauantDaninon® . 6. 0ct dst eee Re 30% 25% 504; 392 Lo oe 
165 RMNROG LODREOI. | oer ant Sea ee 15% 10% 106, 252." Food Soe res 
- 168A {Maple sugar and maple syrup.............. 130% 30% 4° 960 fo icc eae 
190A {Tomatoes and tomato sauces, canned or 
bottled including in dry extract: 
Less than 7% (tomato juice)............. 30% 18% 
; 22 8 
’ From 7% inclusive to 15% inclusive..... 30% 25% 
263 Asbestos in rocks, fibres or pulverized..... Free Free 598, 680 1,629, 787 
294 Ores of copper, including chalcopyrites.....| Free Bree hh CH eee a ean oe 
299 [SSCA VCS 5 BPO ea es ee aN Free b fael Os << ME Palio Wha yer ye 
300 Se SEO DALE at dx otek rl ele ees ae ee Free Bree Be oat a 
ee) (Coal tar-pitch. oh.h 0. Aisedl cess. Free Free 109, 509 54, 854 
Petroleum heavy oils and assimilated 
products, lubricants with a base of 
petroleum products: 
336B Spindle and lubricating fuel oil: 
Poaprmiporbataon 3.5 aM. iene ds on eal 24% 18% 
On removal from controlled factories. .}............ Brechin ios <4 oka eo lere oes ae 
349 Selenium and tellurium: 
Crude selenium at 99-75 per 100 or less...| 20% 10% Not 
Separately 64, 229 
HO ee As Bie ees ae © Wc ry che GN aa 25% 25% Classified 
Ex 404‘ [Artificial iron oxides (containing 70 p. 100 . Not 
And mors Mm Fee res kis a wel. oe 15% 15% Separately 2,600 
Classified 
569 Medicinal preparations used in human or 
veterinary medicine, not put up for retail 
OR nah cia cats o nakenile Haden Phas cre Bee 20% 18% 
373 1,307,517 
570 Medicaments used for human or veterinary 
medicine, put up for retail sale.......... 20% 10% of sell- 
ing price to 
the 
public 
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COUNTRIES OTHER THAN THE UNITED STATES—FRANCE—Con. 


Se eeeeenereeoesneneesereeeee rere 
—eoeeeosssswss—seOo“$weo®=“$0DerT“DwoOqw>o eee ooo 


SSRN TRE (a Ra a a ac na Pe a I, ee eS AE SN PE Wr v 


700A 
711A 
719 


724B 


724C 


7281 
736B 


737D 
137A 


760 


761 
Ex 765A 


766A 
Ex 767A 


779 


Ex 794C 


796 
798B 


Ex 799B 


STANDING COMMITTEE 


Short Description 


Nitrogenous chemical fertilizers........... 
Superphosphates and ammonium _phos- 
phates iS AG ee oe ae ee 


MCCS aes ee eee ne 


Artificial rubber se Oo sei 


Rubber Belts (conveyor or transmission 
DENS) Gos se a ee i ee eee 


Innter tubes, weighing each: 
More than: 2 he ee ot Be ee 


2 ee and less. ee. Mee ee 


Outer covers: ce 
Pneumatic tires for aircraft.............. 


Other including tubular tires, weighing 

each: 

More thant) keic. sie 
15 kg: and less... ....-.. Sake ai so ess 

Fides Or skins, raw. 06 3 Se as 


Patent or metallized leather (large bovine 
aNUInAILS) C0) a eee oes ee ee 


Patent or metallized leather (calf)......... 


Calf skins, vegetable tanned or synthetic- 
ally tanned: 
Skins, not fat-liquored.............4.. 


. Hat-liquored skins: 2 ee 


Furs, dressed: 
Rabbit and hare, white, not dyed....... 
Sea otter, nutria, and beaver rains mons BGP 


Pures: made upssr 52 ae ra 
Common ied, round rough (pulpwood and 
OUREER) Sia Ee ee ee eee 
Common wood squared.................-. 
Sawn common wood, unspecified over 75 
pain, GhaCk i. ete oe eh ee a 
Wood (timber), planed, grooved and (or) 
tongued and grooved; planks, friezes or 
strips for flooring, planed, grooved and 
(or) tongued and grooved................ 


Wooden articles for industrial purposes, 
ONSpechhede. Siete ee eee ee 


Handles for: Lodis ed 52 Aer eee 
Small wares and cabinet makers’ wares, 
Mispecihietn sa te, ite ee a eee 


Previous 
Rate 


16% 


15% 


20% 


Manufactures of common wood, unspecified! 15% 


Agreement 


Rate 


4 ie ete 


* 


Canadian Exports to 
France 
1938 1946 
$ $ 
oe ae 1,955, 741 
Not 

Separately 46, 696 

Classified 
Lia a ean: 880, 622 
SG Seo 7,113 
57,812 48,800 
53, 409 54,972 
DOO ee 
10,346 eee 
26, 545 4, 839 
401 1,678 


oe a0 a “0! 6 We) 'el' es Pier wpeer a wl ah ene bale hee 


5 1,614, 740 
(Statistics cover exports 
of manufacture of wood 

n.s.p.f. 
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STATEMENT 3—PRINCIPAL CONCESSIONS GAINED IN NON-COMMONWEALTH 
COUNTRIES OTHER THAN THE UNITED STATES—FRANCE—Oon. 


; Canadian Exports to 
Previous | Agreement France 


Tariff Short Description Bats Rate 
1938 1946 


Item 


Ex 822A /|Paper pulp, chemical, dry: 
TIRROAGOL Sik cs eee LS Ee cs 


Te EPS ens Ee BY ge Na Eee = Pia Ae Se eh gai’ Bae 


25% or 30%| 22% 


727, 088 1,031, 221 
30% 24% 


Ex 827 Paper and cardboard, not specified, made 
on the winding machine: 

Containing more than 60 per cent of 

TNSCHBMICRL DUNT eee ee os Ceara 30% 25% 


fae eee 6s Mele veh die vnaig le wee Sees 


Be Containing 60 per cent and less of me- 
chanical pulp, obviously of a density 
f of less than 1-30; also without mechani- 
d PAL pUID Nbc cents hk «Ries ee ees oe BOO 25% 
: 833E |Paper and cardboard, tarred, bituminized, 
I ABOLIA LEO 2 te eerie ek cee 25% BOG cid tee «byt ites eee ey 74, 166 

4 ’ 

. Books: 
2 855A Stitched, bound in boards or in cloth.... Free Free | 
1, 258 117, 267 


855B Bound in natural or artificial leather.....| 30% 20% 
: 935 Hemp yarn or genistra yarn, pure or mixed 
é single or twisted, not glazed, single or 
PANEL sik. Phase ye xe en ee ache 4 30% 20% 
941 Yarn of jute or assimilated materials or 
of typha, pure or mixed, single or twisted, 
not glazed: 
IMPLOT 7; tte imho ake vk Noga te 20% 18% 
25% 20% 


Ex 1067D |Endless fabrics or circular woven fabrics, 
whether or not impregnated or coated; 
felty fabrics for paper manufacturing and 
other technical uses: © 

Of wool, pure or Mixed 25. sn Oo & 


es ee 


20% 20% 

20% 15% 

30% 22% Not 450, 073 
separately 
classified 


Free Free 6,716 867,302 


St-eotton ane other -:...20.60. oe... ees 
1071 |Outer clothing for men and boys........... 


1142 |Rags and scraps of textle materials........ 


1144 |Footwear with natural or artificial leather 
or rubber soles; with uppers of natural 
or artificial rubber, not elsewhere speci- 
fied or included, also footwear extending 
BboVe Lhe eiiklen Po. sey hel: alle we wwe s 30% 25% 

1146 |Footwear with natural or artificial leather 
or rubber soles, with the uppers of other 
materials, not elsewhere. specified or 
included: 

Not extending above the ankle, other 
than slippers with rubber soles...... 


15, 304 99, 552 


30% 22% 


Extending above the ankle............ 30% 20% 
1310 |Copper, electrolytic or thermic refined 
(rough lumps, ingots, plates, anodes, 
pellets, cathodes, wire-bars, blocks, 


MOWCLOTO: BUO etre CCK deca ead eS Free Free 1, 474, 532 2,470, 419 


Wi 
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STATEMENT 3——PRINCIPAL CONCESSIONS GAINED IN NON-COMMONWEALTH 
COUNTRIES OTHER THAN THE UNITED STATES—FRANCE—Con. 


Tariff Short Description P RE 


Agreement 
Rate 


Canadian Exports to 


ee a ) pee eee ee ee 


1332. |Nickel, pure or alloyed with manganese, 


unworked: 
Ingots, cathodes, discs, cubes, balls, 
PAGES: eS oe ict) ta ss aCe ee 8% 
CSASUTANOU CS io ae ss tals waa yk ak weal 8% 
1333 |Wire, solid bars and profiles (sections) of 
nickel: 
Hot-forged (spun), or rolled............. 15% 
PAW lise Cas ey ok NA A ee 15% 
PSAIUCOR so era ih es ta ee Means 25% 
Ex 1334 |Sheets, slabs and bands of nickel.......... 20% 
1347, > (Aluminum, unworkedss.. 260s. 3S... oe 35% 


1348 |Aluminum wire, solid bars and profiles, 
simply rolled, hot-forged or extended.| 30% 


1349 {Aluminum sheets, slabs, leaves or bands. .| 30% 


1366A |Zinc, unworked, in rough lumps (ingots, 
blocks, cathodes, etc., pellets, powder)..| 20% 


Ex 1368 {Zinc leaves, slabs, sheets and bands, with 
an unworked surface. ...............000: 20% 


Ex 1376A |Lead or lead alloys, unworked in ingots, 
rough lumps, blocks, pigs, plates and 
rods, not argentiferous: << i.ioc.e5085 3 8k 12% 


1390A |Tantalum and tantalum alloys unworked: 


Rough lumps, waste and scraps of manu- 
TACEUY Os ee eS ee rh Re 15% 


1393. |Cobalt and cobalt alloys: 
Products of the first smelting (cast, 
MALE; "SPEISS) PAM Be Eee ae Free 


Refined in rough lumps, waste and scraps 
Of mianulacture su ea ee ee Free 


1588 |Machinery and appliances for preparing and 
draining the soil: 
Disc apparatus and their components....| 20% 


Ploughs other than disc-ploughs and 
similar apparatus, and their compo- 
MENUS. pore Ce eee kee as eae oa 25% 


Cultivators and similar apparatus, in- 
cluding ‘‘Canadian-harrows’’ and their 


COMIPONGMLS Es osteo ank g oe ae ates 20% 
1590 |Harvesting and hay-making machinery: 
Reaping and binding machines.......... 25% 
Reaping and threshing machines...... aan | 25% 
1591A | Grain threshers (cereals and seeds)...... 25% 


1630A |Heads of sewing machines: 
Domestic sewing machines, with or 
without electric motor.:.............. 25% 


Industrial. machines2.. (2% 00s .t6 lentes 30% 


—20% 


10% 


35% 


15% 


15% 


15% 


15% 


15% 
12% 
15% 


16% 
12% 


rance ; 
1938 1946 . 
$ $ 
f 
99, 457 2,473,571 
125 993,615 
181, 284 3,811,999 
177,751 1, 885, 690 
Not 
separately 
classified 
94,521 906, 001 
94,521 906, 001 


©: Wy ete 6 1b 0 © ee Lie wie heh ee lh» sere 
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STATEMENT 3.—PRINCIPAL CONCESSIONS GAINED IN NON-COMMONWEALTH 
COUNTRIES OTHER THAN THE UNITED STATES—FRANOE—Conc, 


—2.3.o0oFB7Cz5R—e6IeeeN“—N.—ssseeewa@w#ow@wwa@=sa=sna“~=@Oamoeoqo>®«=<=$qaommmSmS 


. Canadian Exports to 
: bali Short Description P Rites: erent France 
‘ 1938 , 1946 
3 $ $ 
. 1721 ~—‘|Insulators: 
i Of porcelain, earthenware, stoneware, 
‘ pottery, with or without metal parts. .| 25% DOIG AG, ocean en eee 
Of rubber, hardened or not, with or with- 
ottrimetal parist, 5.63). ee 25% 20% Not separately 
classified 


1718A,|Locomotives, loco-tractors, and rail-cars 
B&D for track of 0m60 and less gauge: 
With steam engines, including tender- 
locomotives; with explosion or internal 
combustion engines; locomotives pro- 


pelled by compressed air and other....} 20% 18% 
rea ON gee Mare: Vocdeaes 6,099, 350 
BEMNA POREUOPETIO PEL ey SWS OA Polat N 25% 20% 
a 1797 |Passenger automobiles.................... 70% 35% 589 2,219 
: (pieAs | Motor trucks. ts) .-02ac,gucac de oe 70% i Naa pe en 8 10, 116, 064 


1802 |Automobile parts, except: 
| 1804 MORE AUISOTDELS. o.oo el a ee Ee 70% 30% 
2,049 4,981, 454 
1804D | Shock absorbers. 7.062. .5 co). oon eco eg 70% 25% 


1817A |Sea-going vessels with a gross tonnage of 
maerothan 250 tosis. 3 he eee Free Freages 2" pets See 4,105, 000 


1828 |Aircraft (aeroplanes, seaplanes, helicopters, 
gliders, etc.) with or without engines, 
weighing empty: 


More than 500 kp s.5.4. och ti es 35% 25% 
a hee ee eens 692, 023 
BDU KAN 1BSR see teh sn ee See | 35% 35% 
LUDO VEL MGM Sy seo gener hae, kee [eee ee a me UE 8,557,137 | -59, 156, 064 
otal Canadian exports to Wranes ..005. cco es ok 9,152,226 | 74,380,394 
Other Canadian exports to France, on} 
items not scheduled: 
PLD eat VAG, tea ar eT RL pas ee scp Ue Ls Hl ana Sen re 1 te ey td Oe 1,457,858 
Silver bullion. yo een. ADT ASG dt LOE TS eek o leh em ey tet oe eee ae 1, 215, 350 
PALLY ST DOUMENS «Gee he Galera ey Seek CONS Cee whe eek ee Mee Lo eae 1,481, 397 


a 


STATEMENT 3—PRINCIPAL CONCESSIONS GAINED IN NON-COMMONWEALTH 4 


STANDING COMMITTEE 


COUNTRIES OTHER THAN THE UNITED STATES—NORWAY 
Krone= $0: 2015 


Tariff 
Item 


ex 138 
ex 139 
143 
176 
213 
214 
215 
408 
411 
412 
414 
415 
424 
ex 516 
ex 516 
635 
656 
ex 954 
ex 954 


ex 955 
ex 957 


ges Previous Agreement 
Short Description Rate Pais 

Lobster; canned.) 7 rs. badeee per kg. 1.50 kr. |per kg. 0.75 kr 
Salnion, cannedi5 vigor nade oe per kg. 0.60 kr. {per kg. 0.30 kr 
Salinon, Halted es .icSb ac fae per kg. 0.40 kr. |per kg. 0.30 kr 
Carbon electrodes for electric | 

smelting furnaces................ Free Free 

pples: 

August 1 to February 15......... per kg. 0.80 kr. |per kg. 0.80 kr. 

February 16 to March 15........ per kg. 0.80 kr. jper kg. 0.40 kr. 

March 16 to July.31. 22. 05....6.. per kg. 0.40 kr. |per kg. 0.20 kr. 
Bane. sea hs cee oe emer os Free Free 
Opti re es ow OE cs he oa Free Free 
WONG oa hls abe bee Free Free 
gL g NAB Wee ogre Fe a aie bela Rm Hiscese ss per kg. 0.10 kr. |per kg. 0.05 kr. 
RVG ees eats oes en se oie ae Free Free : 
Wheat flours; we. oo kena eta Pes Free Free 
Aluminum: erdde.3 scene Free Free 
Copper, crude in pigs and bars.....| Free Free 
Nickel copper matte.............. Free Free 
CCBPOSG kote mean es es ee per kg. 1.20 kr. |per kg. 1.20 kr. 
AIT OROSG ITS es gecko vee ee ig anew ots 24% 12% 
Automobile trucks, also bodies and 

chassis therefor and motors for 

automobiles and aircraft........ 24% 20% 
Automobile and aircraft parts..... 40% 25% 
AULO lirG CASING, of 4's es ewe per kg. 0.60 kr. {per kg. 0.60 kr 

otal above items ssc as Sek Siac cike ou tua ee ip he se eee we 
Total Dixports tO =N OLrway. os 6 cclacs Cac Ww ead > wees ees ea 


Note—Exports of ships to Norway in 1946 were valued at $4,411,000. 


here was no concession on ships. 


Canadian Exports to 


Norway 
1939 1946 
$ $ 

11,41 ee 
S15. fo oc ee 
15.443). ee 
194, 387 42, 446 
91,958 143s eee 
55, 6581.0 ee 
2,977,146 | 3,907,637 
526,485 | 834,831 
492,674 | 3,078,334 
AP eet rae 
19,1934) eee 
4,086,592 | 3,997,027 
PM ae eerie re 
te Aree 256,703 
See Go 1,010, 508 
2,121! 331,546 
65, 333 5,188 
8,594,677 | 13,464, 220 
10,903,889 | 19,266, 569 


FO ee eee eT ee ee foe meek ee 


es 


ee ee Se Oe vo” 
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2 STATEMENT 3—PRINCIPAL CONCESSIONS GAINED IN NON-COMMONWEALTH 
COUNTRIES OTHER THAN THE UNITED STATES—SYRIA-LEBANON 


Pe. Canadian Exports to 
ari 


rae Previous | Agreement Syria-Labanon 
Hearn Short Description Rais Rate 
1938 1946 
$ $ 
ONES a | Re iy ag a aoe 11% We). [ii veda eee 
117 Meat preserves (except salted, smoked or 
SiGaaLy DPeser VOU Te. oc euk . Veo eek eth ss 25% by Saale Ppatedoipaiite tay? kel ae ne Sy. 
120 Preserved fish (except salted, dried or | 
: OMSL ee SS airs os gies Maa oe ee 25% De I A ee cae poeerh a he a 
125 AJOMIPOTIONOEY 2 0 oh. puhine sna ga are dh ee'e tee 40% BOG pit ek ecw tan Op 1,854 
218a {Industrial nitric acid............... rin ie 11% 11% Not separately classified 
306a |Lithopone and zinc oxide.................. 11% 11% Not separately classified 
306b {Other dry mineral colours................. 25% DBO LAS Se ae clos Oa a 
292 Prepared medicines.............c.eceecees 11% 11% 
309e |Toothpastes and powder.................. 50% 25% 344 8,414 
309d/e}| Other cosmetic articles....................| 50% 40% 
eo PLACES ON, CUBES Ye cco since some ach hey aole ons 8220 15% 28, 952 4,974 
: 377 Rubber srtictes 1.0.7)... theese ek 25% 25% 144 443 
% 419¢ Die wEPL Ih PADET i 7s. .2 us Sos ole ers Free Bree ties) Pine ly Riel Seater, 15,152 
oS i 
436c |Books (except text books)................. 25% DAT Ate Oa tes a Soiree ny yt 15282, 
{ PEM V EH OE: DOOUS:..'s cogent dc thare ur Bae ees 25% 25% 5 es ae a Sak ey eee 
642 Manufactures of asbestos................+. 25% 25% 3,144 3,290 
‘ 709/11 -|Pipes and tubes of iron.................4.. 11% 11% gE a Er Ro teal 
ia 
, 812a |Lamps of common metal.................. 25% 25% | aa 
RR re eR ae = Deceit tee a eae Ica oh inate acts CaM Seta caLes © Ren Coier od 7 
a 812b {Same, same gilded, plated, etc............ 40% 30% 
, 
834/6 |Agricultural machines.................... Free Free 1,612 9,077 
839 Various industrial machinery............. 74% OR eid gate eae ee 1,588 
etc. - —25% 
849 Machine tools: 4... ee ee 74% 19%" Ls, de Ce 
852 BT WS ERICH E ok sot do ay cae SUSY vee da Toes os, cla 25% y | es Pat Aaa icy ene > 
853 Calculating machines..................... 25% DN ee, Uh aaa thads ot abst Pee Ren 
. 861 Bbnrame Datioried.. 6) Soto as ecm ek 25% 20% A, SIO MS hash pune 
868 PME SLIT A USL ACS shits tas cd Soda se Oe Mag 40% DROME EST 0 Be ee al elas BY eS) 
7 
874  |Insulated cables and wire............ wa othe 25% 20% 67 26 
q 878 Electric apparatus, 0.0.p..............0008: 25% GET A has Vonstcic aore sire 1, 686 
890 Passenger automobiles..................5. Various 140 piastres]............ 1; %32 
according | per kg. 
to weight] (provis- 
and H.P. | ional 
rate) 
893 PANU PS ies ode ke Ser Sn vides des od 9-6 to 24 No change |... ink ene 211 
piastres 
per kg. 
a with mini- 
| mum of 
; 25% 
: 
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STATEMENT 3—PRINCIPAL CONCESSIONS GAINED IN NON-COMMONWEALTH 
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Canadian Exports to ; 


Tariff Siott Description Previous | Agreement Syria-Labanon 


Item Rate Rate 
1938 9146 
$ $ 
915 etc.| Various scientific apparatus............... 25% Fhe be Ris Aton Sao Mig aes SZ hy 243 
982 Fountain pen and mechanical pencils....... 40% 25% 267 3, 646 
WOU ADOV CS [WOING. once ee CR OA ae RR Ras ee en ee 39,340 71,613 
Total Canadian Exports to Syria..........))..0..0.. ek Waa Caen 63, 616 227 , 507 
Other Canadian Exports to Syria and 
Lebanon on items not scheduled: 
ToT FOSSOCs TUTE = ie sk ee RE EE Ee a ar ee 7,061 26, 549 
UD DOP OSE ra aso eee: «Ne fis Bele LR ee OURO L Rai ee sn wea oe eee 2, 166 
Patent lestnercc cic es bea: cae Pari cet Ber ore ne OR BAN OMT tA 9,629 5,599 
PIOO DADCI SS fey issih ete eae at as een Heme We Porce clans tar eeaoe 12, 743 
Wrappins DAHCT. 2.7: hs Coe ce oe ae ae a ee a MN RA It nt ybie 7 ay _ 4,905 
Bond) and writing papers uncut 6-65 ee eae cs ae ee Se ee 14, 330 
Stoves, @asoline OTOU es fee. sie eee te Lae aa aes mapas onl are eatiee hal eens eine ae 1,678 
PATES: OL. SLOWES 1 ee Tea ede gle Sei Pe RE a in EL eae rl Sees eae 1,380 
Jewellers sweepings and: Serap ..!. 5 S25 Se ioe ides Sle oe eee oc ebe oeas Bulbae oe 48, 092 


Spark plugs and ignition apparatus......{............|.¢ fe vgcceets wig 918 7,339 


o™. 


i Sy NF nce ea, <i” 


; 


Tariff 


Item 


ex 4(1) 
ex 7 
ex 8 
12 
16(1) 
ex 21 
ex 28 


ex 40 


ex 45 


ex 68(1) 
70(1) 
ex 71 


ex 72 


Motor cars and parts 


BANKING AND COMMERCE 


Short Description ee fg oes 

Milk, condensed or preserved............. 30% 25% 
Dehydrated vegetables (except tomatoes, 

onions, potatoes and cauliflowers)....... 36% 30% 
Apples and pears, fresh.................... 36% 30% 
Grass and clover seeds.................;.. 30% 15% 
LIBS aca", tae na bore os 30% 20% 
Soups, canned POO CLIOU Sd bart et ee 30% 25% 
Penicillin and its products................. 36% 30% 
PIGMENT TINCT, © or sho col oe eee Ae 30% 20% 
Fountain pens, complete.................. 30% 30% 
WANG HUINWROUCING tire ae Oe Re oe ee at Free Free 
Copper, UWiwroug hts: vas es. eos core eke Free Free 
Stoves for use with kerosene, gasoline or] ; 

other liquid fuels and burners........... 30% 20% 
Boot and shoe manufacturing machinery. .| 10% 10% 
Metal working machinery................. 10% 10% 
Domestic refrigerators and parts.......... 36% 30% 
POURS BNL PATESiGn hore A a Free Free 
Agricultural tractors and parts............ Free Free 
RABY DOSSOS SA in. Sate rio en J Free Free 
Milking machinery; 2.60006. Free Free 
REDONA, CICELTICS, tacks Vee Peet beta 30% 20% 
Wooden railway sleepers.................. 18|% 15% 
Motor vans and lorries, complete.......... India undertakes to 


eliminate the prefer- 
ence extended the 
United Kingdom over 
a period of years. The 
margin is not to exceed 
6 per cent ad valorem 
during the first 3 years 
of the agreement nor 3 
per cent from the 
beginning of the fourth 
year, and the prefer- 
ence is to be elimin- 
ated entirely from the 
beginning of the 
seventh year. The 
schedule contains no 
undertaking respecting 
the rate of duty under 
the m.f.n. or preferen- 
tial tariffs. 


oe" Se) ti) 0) 0 8 ip) © sei poe «8 a) 6 vt 
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STATEMENT 4—PRINCIPAL CONCESSIONS GAINED IN INDIA AND PAKISTAN 
Rupee (16 Annas) =30-22 cents Canadian 


cwt.=112 lbs. 


Canadian Exports 
to India 


1939 1946 
$ $ 
22, 269 328, 681 
Peewee tees 823, 080 
42, 864 157, 823 
11,062 12, 256 
Not. separately 
classified 
34 442,413 
(includes 
pencils) 
43, 427 52,417 
249, 644 861, 527 
5 plete, Hie 13, 430 
Not 158,319 
separately 
classified 
17,373 21,527 
2 OOS eine caer 
1,617 58, 282 
Not separately 
classified 
a eae aaa 75, 843 
34, 418 125 
2,647,934 3,593, 038 
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Tariff = gs Previous | Agreement to India 
pee Short Description Rate Rats 
1939 1946 
$ $ 
76 Aircraft and parts..........---.... ea 3% By Aiaiiees birt cat 127,286 
Total above TOMS. fc ee oon dee abe ela ah ns eee eee 3,072,705 6,706, 470 
Total Canadian Exports to India and 
BP tS bain te es SH eed EO CS eat ee eee 5,165, 873 49,045,795 
Other Canadian Exports to India and | 
Pakistan on items not scheduled: 
DU Gcick peice t Veh er EL TOS & HR a aly Siete See a ees 173,482 {120,109,542 
LO ope PEMeNE Ne gPE RE OMIT MEN Uae Ease MS NBD alah 5 eal iar Se alegdt goe DS MVIR unt RIA Son , 050 1,496, 107 
BNGMBDTING ec rn erect as ee ey ek ca od a ele ee | Seep men aa 130,375 1,477, 584 
Oatmeal-ang-Taued Ofts «.cc8 oe os oe es Be ah eee ae eae 126, 604 133, 023 
AsOGOM1Ob1 VES AMEN PALES. So des ok ee he fete oad fee Ee ee eae sehen ae 3,181, 369 
Railway cars, coaches and parts........|...........-}5. SRG Nr oe eats ha os esr 6,673,799 
Maminum bars, rods; sli@ets.:) scape ao lees Cases Sos fee oe Se 63, 249 2,473,491 
Fertilizers, manufactured. .0. 0... 2s bee ee ee | ke cee tne 328 938, 528 
Pipes: MOVOT VEN IC Ose oi ee 2 iy es nares Be Ra heh oe ee ane eres 412,377 409 
Pnner tubes: amotor vehiclésecc. 5 O.eig pa2a < hee Y ee es ee yee 33, 435 59 


Canadian Exports 


Be ee Se 
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4 Tariff Item 
Number 


14 


* Not separately recorded. 


BANKING AND COMMERCE 


APPENDIX C 
| STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST- 


FAVOURED-NATION RATES 


Rates in Effect 
on July 1, 1939 


ad 


Free 
Free 
Free 
Free 
4 cts. lb. 
4 cts. lb. 


2 cts. lb. 
15 p.c. 
15 p.c. 
15 p.c. 
10 p.c, 
123 p.c. 
Free 


Free 
Free 


Free 
Free 


Free 


M.F.N. 


Free 

2 cts. lb. 
20 p.e. 

1 ct. lb. 
6 cts. lb. 
4 cts. lb. 


1; cts. Ib. 
30 p.c. 

24 p.c. 

24 p.c. 

30 p.c. 

15 p.c. 

4 cts. lb. 


1? cts. lb. 
3 cts. lb. 


Free 
15 p.c. 
17} p.c. 


AND 


W. J. CALLAGHAN, 
Commissioner of Tariff. 


Rates in Effect 
on January 1, 1948 


lee oa 


Free | 
Free 
Free 
Free 

4 cts. lb. 
4 cts. lb. 


2 cts. lb. 
15 p.c. 
15 p.c. 
15 p.c. 
10 p.c. 
125 p.c. 
Free 


Free 
Free 


Free 
Free 


Free 


(a) Includes goats, hogs, sheep and lambs, n.o.p. 


(b) Includes menageries, horses and cattle, Item 701. 
(c) Includes canned pork and canned hams. 
(d) Includes imports of quails, etc., Item 9a. 


M.F.N. 


Free 

13 cts. lb. 

74 p.c. 

1 ct. lb. 

3 cts. lb. 

13 cts. lb. but 

ei than 
z cts. lb. 

20 p.c. 

22% p.c. 

10 p.c. 

30 p.c. 

15 p.c. 

2 cts. lb. 


13 cts. lb. 
2 cts. lb. 


Free 
15 p.c. 
173 p.c. 


151 


IN EFFECT ON JULY 1, 1939 AND ON JANUARY 1, 1948 


IMPORTS FOR. THE CALENDAR YEARS 1939 AND 1946 OF THE 
PRODUCTS LISTED IN PART I OF SCHEDULE V TO THE 
GENERAL AGREEMENT ON TARIFFS AND TRADE 


STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 
NATION RATES IN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, IMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PART I 

OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE 


Imports from 
all Countries 


1939 


$ | 
201, 047 


70 


(b) 136,571 


cg 


8, 859 
13, 737 


2,464, 465 
47,709 
11,556 
x 

233, 362 
119, 511 
9,001 


399,911 
43,442 


67 
1,070, 768 
40,730 


1946 


$ 

767,171 
(a) 2, 40T 
(b) 834,737 


* 


1,097 


131,392 
(c) 1,949 


* 


* 


672, 606 
(a)1, 210, 548 
14,081 


16,293 
4,593 


7,427 
1,401,027 
703,715 


152 


STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 


STANDING COMMITTEE 


, 7 
eet Ss 


NATION RATESIN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PARTI 
OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 


Tariff Item 


Number 


1515 (i) 
Gi) 


ex 15 
ex 711 


16 
16b 
17 


18 
19 
20 
20a 
21 
22 


23 


24 

25 

28 

29 

28a 

29a 

30 Pepper 
‘ Cloves 


30 Cinna- 
mon 


Ginger 


Spices, 
N.O.p. 


32 

34 

35 

39 (i) 
(ii) 


Rates in Effect 
on July 1, 1939 


2 cts. doz. 
10 p.c. 
3 cts. lb. 


8 cts. lb. 
7% p.c. 

3 cts. lb. 
Free 

4 cts. lb. 


223 p.c. or 
2 cts. lb. 


12% p.c. and 
23 cts. lb. 


2} cts. Ibs. 
3 cts. lb. 
Free; 

+ cts. lb. and 
74 p.c. 


4 cts. lb.; 
10 cts. Ib. 


Free 


Free 


Free 


Free 


Free 
Free 

173 p.c. 
6 cts. lb. 
1 ct. lb. 
1 ct. Ib. 


* Not separately recorded. 
(a} Includes imports under Item 24. 
(b) Includes cinnamon, unground. 


5 cts. doz. 
25 p.c. 


7 cts. or 
5-95 cts. lb. 


12 cts. lb. 

10 p.c. 

4 cts. lb. 

3 cts. lb. 
4 cts. lb. 


27% p.c. or 
23 cts. lb. 


274 p.c. and 
2% cts. lb. 


3 cts. lb. 

5 cts. lb. 

3 cts. lb.; 

3 cts. lb. and 
10 p.c. 


8 cts. lb.; 
10 ets. lb. 


10 p.c. 
125 p.c. 


12% p.c. 
123 p.c. 


25 p.c. 

10 cts. lb. 
2 cts. lb. 
13 cts. lb. 


Rates in Effect 
on January 1, 1948 


2 cts. doz. 
10 p.c. 
3 cts. lb. 


8 cts. lb. 
} p.c. 

3 cts. lb. 

Free 


4 cts. lb. 


10 p.c. and 
23 cts. lb. 


2% cts. lb. 
3 cts. lb. 


Free 


4 cts. lb. 
Free 


Free 


Free 


Free 


Free 
Free 

125 p.c. 
6 cts. lb. 
1 ct. lb. 
1 ct. lb. 


Free | 
15 p.e. 


34 cts. doz. 
25 p.c. 
3} cts. Ib. 


12 cts. lb. 
10 p.c. 

3 cts. lb. 
23 cts. lb. 
4 cts. lb. 


223 p.c. 


20 p.e. and 
23 cts. Ib. 


23 cts. lb. 
3 cts. lb. 


2 cts. lb. 


6 cts. lb. 
5 p.c. 
10 p.c. 


123 p.c. 
15 p.c. 

20 p.c. 

10 cts. lb. 
13 cts. lb. 
1 ct. lb. 


all Countries 


| Imports from 


49,913 


23,573 
72,758 
377, 867 


1,656 

* 
1,697 
519, 051 
8, 983 


216, 159 
122,117 


10 
16,801 


4,154, 63}1 


10, 090, 837 
107,279 
41,943 


* 


36, 957 


(b) 111,668 
44,428 

330, 892 

237, 565 

134, 570 
77,074 


——— | | SS | | Se | 


199, 630 


70, 332 
4,623 
617,614 


5, 109 

* 
«66,311 
473 
11,798 


4,884 
56, 292 


* 


(a) 18,986 


15,571,933 . 


10, 207, 799 
321, 450 
25,591 


* 


64,375 


(b) 208,591 
49,948 

175, 822 
2,771, 434 

98, 383 

802, 128 


s 
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TATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 
_ NATION RATESIN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS 


FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PART I 


Rates in Effect 


Rates in Effect 


_ OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 


Imports from 


Tariff Item on July 1, 1939 on January 1, 1948 all Countries 
Number 
B.P M.F.N Lr 3 M.F.N 1939 1946 
SOBs Lee la Pt EA Ciaclibalis SE ae Dee AE ed (RRs Beaks ROR Sane rae eer aes 
39a (i) 2 et. lb. 13 ets. lb. 2 ct. lb 13 ets. Ib. 90, 053 211, 28 
(ii) = ct. lb 1; cts. lb. = ct. lb 1 ct. lb. 9, 233 15, 896 
39c 3 ct. lb 1 ct. lb. 3 ct. lb 1 ct. Ib. 151, 188 576,919 
41 Free 63 cts. per Free 33 cts per (a)} 216,171 | (a) 361,295 
100 lbs. 00 lbs. 
| 42 Free mae per Free eee ee 193, 233 627,932 
48 2} cts.lb. | 32cts.Ib. | 23cts.Ib. | 33 cts. Ib. 1, 825 6,982 
48a 23 cts. lb. 5 ets. lb. 23 cts. lb. 5 cts. lb. (b)} 16,269 | (b) 11,518 
: 45 (i) 20 p.e. 25 p.c. 20 p.c. 20 p.c. 38,762 102,814 
4 (ii) 20 p.c. 25 p.c. 20 p.c. 20 p.c. 79, 637 99,486 
46 15 p.c. 15 p.c. 15 p.c. 15 p.c. 26, 152 551,487 
| 47 (a) Castor] Free 3 cts. lb. Free Free - P: 
| (b) Soya | Free Free. Free Free — 144, 329 3,797,359 
(c) Lima | Free 1 ct. lb. Free 4 ct. lb. - - 
47 (d) Kid- 
ney Free 3 cts. lb, Free 1 ct. lb. ie ” 
q (e) N.o.p.| Free 3 cts. lb. Free 13 cts. lb. (c) | 142,816 |(c) 428, 634 
48 Free 2 ct. lb. Free 2 ct. lb, 176,719 |. 563,170 
52 Free 15 cts. bu. Free 7; cts. bu. 249 |(d) 14, 033 
53 Free 50 cts. bbl. Free 50 cts. bbl. 63, 241 161,580 
55 Free 10 cts. bu. Free 8 cts. bu. 4,571,474 8, 634,491 
56 Free 8 cts. bu. Free 4 cts. bu. 284, 292 1, 234 
58 Free 9 cts. bu. Free 6 cts. bu. 23 +2 
61 Free 50 cts. bbl. Free 50 cts. bbl. 306, 071 189 
62 Free Free ‘| Free Free 1,004,082} 1,658,527 
63 50 cts. per 70 cts, per 50 cts. per 70 cts. per 479, 063 139, 667 
100 Ibs. 100 Ibs, 100 lbs. 100 lbs. 
64 173 p.c. 25 p.c. 123 p.c. 17% p.c. 74, 560 46, 102 
65 12} p.e. 22% p.c. 12} p.c. 174 p.c. 168, 982 375,017 
65a Free 7} p.c. Free 7% p.c. 1, 252 5, 247 
66 20 p.c. 30 p.c. 20 p.c. 25 p.c. 26, 987 243, 492 
66a Free 30 p.c. Free 20 p.c. 183, 999 55, 675 
69 Free $1.75 per ton | Free 50 cts. per 973 |(e) 22,874 
* Not separately recorded. 


(a) Value of bags, etc. not included. 

(b) Does not include dried milk for feeds. 

(c) Includes Castor, Lima, Madagascar and red kidney beans. 
(d) Includes buckwheat and rye. ; 

(e) Includes hay. 
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STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED ~ 


STANDING COMMITTEE 


NATION RATES IN EFFECT ON JULY 1, 1939, AND ON JANUARY1, 1948, AND IMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PART I- 
OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 


Tariff Item 
Number 


Rates in Effect 
on July 1, 1939 


Rates in Effect 
on January 1, 1948 


Imports from 
all Countries 


a EE) RE 0 ee nn Pe Sea eee Oe EN fe EN (Oe eS Seen eE Se) SE eee ee 


73 
ex. 73 
ex 73 
ex 76b. 
ex 276b 
74 (i) 
(ii) 
(ili) 
75 (i) 
(ii) 
76 (i) 
(11) 
(ili) 


76a 
76b 
76d 
TW 
78 

79 


ex 79b 
81 (a) 


() 


(c) 


* Not separately recorded. 


$1.75 per ton 
1 ct. per lb. 
2} cts. Ib. 
9 p.c. 
9 p.c. 

27 p.c. 


3 cts. lb. 
5 ets. lb. 
10 cts. lb. 
15 cts. lb. 
20 cts. lb. 


5 cts. lb. 
25 eC; 

9 p.c. 

10 p.c. 
20% p.c. 


15 p.c. 
(133 p.c.) 


25 p.c. 


6 cts. ea. 
(3 cts. ea.) 


8 cts. ea. 
_(8 cts. ea.) 


5 cts. ea. 


(a) Includes grass seed only. 
(b) Covers ‘‘Garden, field, root and other seeds, n.o.p.’’; apparently includes 1946 imports under items 


73, 74, 75, 76, 76a and 76b. 


Free 
Free 
Free 
5 pie 
So pses 
15 p.c. 
op.c. 
5 p.c. 
5 pie: 
15 p.c. 
Free 
Free 
Free 


Free 


Free 
Free 
Free 
Free 


Free 


Free 
15 p.c. 
O=D2Cy 
Free 
15 p.c. 


Free 


Free 


Free 
Free 


Free 


! 2 cts. lb 


ton 
$1.25 per ton 


4 eb. Tb: 
2-cts. lb. 


Vea rr 


de D.C. 


}225 p.c. 


1 
3 p.c. 


Free 
Free 


2 cts. lb. 


2 cts. lb 


) 

| 
2 cts. Ib. 
4 cts. lb. 
74 cts. lb. 
123 cts. lb. | 
15 cts. lb. | 


23 cts. lb. 


8 cts. ea. 


5 cts. ea. 


1939 1946 
$ $ 
5,015 | | 
227,300 32,041 — 
13,378 | 145,667 
17, 129 57, 954 
13, 343 20,442 
1,370 40,480 
183,095 | (a) 358,054 
* * : 
* * 
59, 156 * 
68, 475 
53, 742 
30, 966 * 
33,281 | (b) 620,545 
92, 670 71,662 — 
192, 570 242, 937 
27,527 55, 565 
541, 663 1,031, 954 
128, 818 307, 866 
12, 204 31,249 - 
13, 253 37, 644 
7,167 12, 671 


~ = 


* 


Rates in Effect 


Tariff Item on July 1, 1939 
Number 
B.P M.F.N 
82 (a) Free 2 cts. ea 
. (b) Free 1 ct. ea. 
ms (9/10 ct. ea.) 
; (d) 13 cts. ea. 3 cts. ea. 
4 (e) 123 p.c. 173 p.c. 
7 
i ex (e) 123 p.c. Free 
i 83 (a) Free Free Aug. 1 
> to June 14; 
| otherwise 
a 373 cts. per 
r 100 Ibs. 
4 (c) | Free Free 
: 84 (a) Free 30 p.c. 
: (b) Free 30 p.c. 
(13 ets. Ib. 
52 wks.) 
‘fk 85 (a) Free 10 p.e. 
: (4-7/10 cts. 
lb., 52 wks.) 
(b) Free Dried 153 p.c. 
Canned 
20/3 p.e. 
Preserved 
27% p.c. 
(c) Free 27% p.c. 
87 (a) Free 10 p.c. 
(5 ets. lb. 
10 wks.) . 
(b) Free 10 p.e. 
(1-9 cts., 
14 wks.) 
(c) Free 10 p.e. 
87 (d) Free 10 p.e. 
(0-9 ct. 
26 wks.) 
(e) Free 10 p.c. 
(Carrots 
1 ct. lb. 
26 wks; 
Beets 
1-2 cts. lb. 
26 wks.) 


* Not separately recorded. 


(a) Includes bushes, roots and vines covered by Item 82 (a), (b) and (ec). 


(b) Includes truffles, fresh. 
(c) Includes truffles, canned. 


BANKING AND COMMERCE 


Rates in Effect 
on January 1, 1948 


Free 

3 cts. ea. 
124 p.c. 
123 p.e. 


Free 


Free 
Free 


Free 


Free 


Free 


Free 


Free 


Free 


Free 


Free 


Free 


2 cts. ea. 
1 ct. ea. 
3 cts. ea. 
123 p.c. 


Free 


Free Aug. 1 
to June 14; 


otherwise 


373 cts. per 


100 lbs. 
Free 
15 p.e. 


1 ct. Ib. 
(40 wks.); 
otherwise 
10 p.e. 


33 cts. Ib. 
(52 wks.); 
otherwise 
10 p.c. 


15 p.c. 


10 p.c. 


33 ets. lb. 
(8 wks.); 
otherwise 
10 p.e. 


4 cts. Ib. 
(14 wks.); 
otherwise 
10 p.c. 


10 p.ec. 


9/10 ct. lb. 


(26 wks.); 
otherwise 
10 p.c. 


1 ct. lb. 
(26 wks.) 
otherwise 
10 p.e. 


jwaemiesbetits. {jytis = ee 
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STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED. 
_ NATION RATESIN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PART I 
OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 


SSS LS SN a SSS Se SE SSS ss rr nero rere ee ED 
>_> SR "a i a =a ace TE I I TE EE SP aS SP SO 


Imports from 
all Countries 


707, 537 


180, 059 
227,590 


(b) 13,786 


(c) 36, 268 


* 


103, 501 


299,514 


* 


285, 376 


432,772 


SL a aa aa, ees ee rar enema hee ee er es ae Yt GEE EE 2) (CEN eN Oe UN Ce agen 


(a) 34, 601 
226, 063 
162,919 


* 


6,829, 615 


609, 285 
867, 209 


(b) 23,945 


(c) 38,546 


* 


194, 252 


578, 612 


* 


1,161,053 


1,757,124 


‘ 
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STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 


NATION RATES IN EFFECT ON JULY 1, 1989, AND ON JANUARY 1, 1948, IMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PARTI 
OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Cor. 


* Not separately recorded. 


Rates in Effect 


Rates in Effect 


(a) Includes fresh vegetables under sub-items (c), (j), (1) and (0). 


“Imports from 


Tariff Item on July 1, 1939 on January 1, 1948 all Countries 
Number 
B.P M.F.N Ree M.F.N 1939 1946 
$ $ 
(f) Free 10 p.c. Free 2 ct. dh. 141, 394 461,913 
(Cauliflower (20 wks.); 
1-8 cts. lb., otherwise 
20 wks.) 10 p.c. 
(f) Free Free Free Free “f = 
(g) Free 10 p.c. Free 1 ct. lb. 573, 693 2,051, 860 
(1-1 ets. lb. (24 wks.) 
26 wks.) otherwise 
10 'p.c. 
(h) | Free 10 p.c. Free 3 cts. lb. 95, 823 360, 615 
(2-4 cts. lb. (12 wks.); 
20 wks.) otherwise 
10 p.c. 
(i) Free 10 p.c. Free 1 ct. Ib. 923,215 2,670, 736 
(1-1 cts. lb. (18 wks.); 
18 wks.) otherwise 
10 p.c. 
(j) Free 10 p.c. Free 10 p.c. 2 - 
87 (k) Free 10 p.c. Free 2 cts. lb. 182, 840 235,577 
(2-6 cts. lb. (12 wks.) 
12 wks.) otherwise 
10 p.c. 
(1) Free 10 p.c. Free 4 ct. Ib. « - 
(1-2 cts. lb. (10 wks.) 
5 wks.) otherwise 
10 p.c. 
(m) Free 10 p.c. Free 10 p.c. 619, 322 359, 558 
(n) Free 10 p.c. but Free 14 cts. lb. 1,449,951 6, 684, O11 
not less than (32 wks.) 
13 cts. lb. otherwise 
10 p.c. 
(o) Water-| Free 10 p.c. Free 10 p.c. 
cress 
En- Free Free Free Free 
dive (a) 814,214 | (a) 902,349 
(p) Free Free Free Free 
N.o.p.| Free 10 p.c. Free 10 p.c. 
89 (a) Free 13 cts. lb. Free 4 cts. lb. 53, 309 2,424 
ex (b) Free 4 cts. lb. Free 14 cts. lb. 2,048 129 
(c) Free 13 cts. Ib. Free - 13 cts. lb. 2,026 31 
(d) Free 20 p.c. Free 15 p.c. 106, 578 76,470 
90a, 15 p.e. 223 p.c. 15 p.c. 20 p.c. 109, 330 149,731 
-90b 15 p.c. 323 p.c. 15 p.c. 224 p.c. 104, 807 172, 033 
90c 123 p.c. 27} p.c. 123 p.c. 20 p.c. 284, 500 338, 667 
90e 15 p.c. 32% p.c. 15 p.c. 20 p.c. * ; | 261, 000 


=~ 
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ATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 
NATION RATES IN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PART I 
OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 


Tariff Item 
Number 


92a) 
(b) 
(c) 
(a) 
() 


92 (f) 


(g) 
(Straw- 
berries) 


4 


(Rasp- 
berries 
and logan 
berries) 
(h) 
(i) 

93 


94 (a) 
(b) 


95 


* Not separately recorded. 


Rates in Effect 
on July 1, 1939 


Rates in Effect 
on January 1, 1948 


——————————————$—————L La 
cael 


Imports from 
all Countries 


rm es ee: 


Free 


Free 


Free 


Free 


Free 
Free 


Free 


Free 


Free 


Free 


10 p.c. 


(2 ects. Ib. 


52 wks.) 


10 p.c. 
(4 cts. lb. 
7 wks.) 


10 p.e. but 


not less than 


2 cts. lb. 


10 p.c. 
(1-8 cts. lb. 


9 wks.) 


10 p.c. 
(1-4 ets. lb. 


15 wks.) 

10 p.c. 
(Plums 1-2 
cts. lb. 10 
wks.; prunes, 
1-2 cts. lb 
8 wks.) 

10 p.c. 

(2-4 cts. lb. 
6 wks.) 


10 p.e. 
(2-9 cts. lb. 


6 wks.) 


10 p.c. 
10 p.c. 


15 p.c. 
(1-2 ets. 1 
52 wks.) 

1 ct. lb. 

1 ct. lb. 


10 p.c. 
(1-6 cts. lb 
8 wks.) 


b. 


Free 


Free 


Free 


Free 


Free 


Free 


Free 


Free 
Free 


Free 


Free 


Free 


Free 


(a) Includes quinces, passion fruit and nectarines, 
(b) Includes edible berries, n.o.p. 


1 ct. lb. 
(10 wks.) 
otherwise 
10 p.c. 


2 cts. lb. 
(7 wks.) 
otherwise 
10 p.e. 


1 ct. lb. 
(12 wks.) 
otherwise 
10 p.c. 


3 cts. lb. 
(9 wks.) 
otherwise 
10 p.c. 


1 ct. lb. 
(15 wks.) 
otherwise 
10 p.c. 


1 ct. Ib. 
(10 wks.) 
otherwise 
10 p.c. 


1-3/5 cts. lb. 


(6 wks.) 
otherwise 


wise 10 p.c. 


2 cts. lb. 
(6 wks.) 
otherwise 
10 p.c. 


10 p.c. 
10 p.c. 


Free May 20 
to -July: “12: 
inc.; 2 ct. lb. 
13'- to 
May 19, ine. 


July 


Free 


1 ct. lb. 
(15 wks.) 
otherwise 
10 p.c. 


otherwise 10 


p.c. 


(a) 


(b) 


97, 603 


128,514 


227,792 


262,740 


636, 143 


309, 001 


512,891 


226, 208 


1,072,762 


227, 385 


461, 006 


237, 157 


530, 539 


1,277,760 


1,527,524 


1,449, 831 


347,934 


403, 892 


5, 490, 172 


798, 988 
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STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 


“STANDING COMMITTEE 


NATION RATESIN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PARTI 


OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con, 


Tariff Item 
Number 


Rates in Effect 
on July 1, 1939 


Rates in Effect 
on January 1, 1948 


Imports from 
all Countries 


| | | OO. | On; 6 
— | | 


99a, 
99b 
99c (i) 
(ii) 
99d 
99e 
99f 
99g 


ane 
190a 


104 


104a 
105 (i) 
(ii) 


ex 105b 
ex 105c 


105c 
105d 
105e 
106 (a) 
(a) 
(b) 
(c) 


Free x 


Free 


$2.50 gal. and 
60 p.c. 


$10.00 gal. 
and 30 p.c. 


13 cts. lb. 
13 cts. lb. 
13 cts. lb. 


10 p.c. 
20 p.c. 


20 p.c. 

2 cts. lb. 
20 p.c. 

2 cts. lb. 
2 cts. lb. 
1 ct. lb. 

2 cts. lb. 


* Not separately recorded. 
(a) Includes imports under Item 105 (i) and (ii). 
(b) Includes olives not bottled. 


2 cts. ea. 


10 p.c. 
Free 


Free 


50 ets. stem 
or bunch 


1 ct. lb. 

15 p.c. 

4 cts. lb. 

4 cts. lb. 

3 ct. lb. 
1-575 cts. lb. 
4 ct. lb. 


Free Jan. to 
July; 35 ets. 
cu. ft. Au- 
gust to De- 
cember. 
Free 


$2.50 gal. and 
60 p.c. 


$10.00 gal. 
and 30 p.e. 


323 p.c. 
33 cts. lb. 
313 p.c. 
3% cts. lb. 
3 cts. lb. 
3 cts. lb. 
3 cts. lb. 


Free 


$2.50 gal. and 
60 p.c. 


$10.00 gal. 
and 30 p.c. 


13 cts. lb. 
13 cts. lb. 
13 cts. lb. 


10 p.c. 
20 p.c. 


20 p.c. 

13 cts. lb. 
20 p.c. 

2 cts. lb. 
2 ets. lb. 
1 ct. lb. 

2 cts. lb. 


2 cts. ea. 


Free 


Free 


50 cts. stem 
or bunch 


Free 


10 p.c. 

3 cts. lb, 
4 cts. lb. 
3 ct. lb. 
13 cts. lb. 
4 ct. lb. 
15 p.c. 


Free 


Free 


Free 


$2.50 gal. and 
30 p.c. 


$5.00 gal. and 
30 p.c. 


13 cts. lb. 
2 cts. lb. 
2 cts. lb. 


10 p.e. 


10 p.c. 

25 p.c. 

3t cts. Ib. 
273 p.c. 
23 cts. lb. 
2 cts. lb. 
2 cts. lb. 
1 ct. lb. 


126, 861 
28,716 


268, 893 
2,398, 173 


780, 673 
101, 149 
3, 205, 703 
473,972 
248, 199 
289, 391 
219, 194 
404, 062 
1, 269, 902 


6, 212, 292 


1,348, 245 


37. 


(a) 108,161 
\(b) 306, 107 


34,458 
73, 839 
39, 250 


195,726 


778,810 
133, 979 


827, 503 
48,370 


1,435,502 


20, 118, 735 


3,117,915 
136, 535 
3,902,721 


330,836 
- 487,268 © 


2,298, 673 


eS ee eee ee ee 


2,149,429 


1,493,839 
5, 008, 366 


26,703, 182 — 


2,886, 518 


* 


(a) 1,550, 582 


* 


(b)1,495, 998 


142,507 
103,881 
396, 416 


65, 561 


180, 916 
46,128 


ee eee 


a“ 
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TATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 
NATION RATES IN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, ANDIMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PARTI 
OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 


Rates in Effect Rates in Effect Imports from 


Tariff Item on July 1, 1939 on January 1, 1948 all Countries 
Number eT 
i B.P M.F.N BP M.F.N 1939 1946 
ea EE ET Lag a7 UAT ge Ee Pie Sa ae ae oe aN Ore oa] PORE ae THE Vo aa 9 (REN Set Aa | OAR ee ee TY Eee cae at tate ela 
$ $ 
108 2 cts. lb. 14 cts. lb. | 2 cts. lb. 4 ets. lb. 4,234 700,277 
— 109 1 ct. ve l-ct. ie 1 ct. ue tct ny 702, 383 4,438, 849 
114 3 cts. lb. 2 cts. lb. 3 cts. lb. 1 ct. Ib. 
3 cts. Ib. 3 cts. Ib. 3 cts. Ib. 1 ct. Ib. 15519,,.929 6,759, 916 
. ‘ 
( - 109a Free 1 et. lb. Free Free 985, 867 7,941, 621 
fe ~ 110 50 cts. per | $1.00 per 100 | Free 50 cts. per 176, 515 336, 074 - 
4 100. 100. 
m - 111 Free 75 cts. per 
F 100. 
’ 
e 113 5 ets. lb. 6 cts. Ib. 2 cts. Ib. - $3 cts. lb. 39,778 349, 528 
f 113a Free 2 ct. lb. Free Free 2,765, 484 
E ex 114 3 cts. lb. 3 cts. lb. 3 cts. lb. Free (a) 45, 229 
} 115 4 ct. lb. $ ct. Ib. $ ct. Ib. 4 et. lb. 680, 236 2,678, 980: 
; 
116 4 ct. lb. 1 ct. Ib. 4 ct. lb. 3 ct..1b. 17,096 +i 
my 117 Free Free Free Free 156, 420 33, 127 
120 (a) 33 cts. box 4 cts. box 33 cts. box 33 cts. box 1,545 - 
| (b) 23 cts. box 34 cts. box 23 cts. box 3 cts. box 7,409 * 
(c) 2 cts. box 22 cts. box 2 cts. box 2 cts. box 3, 642 - 
(d) 1; cts. box 12 cts. box 14 cts. box 13 cts. box 344,870 | (b) 172,826 
122 20 p.c. 30 p.c. 15 p.c. 25 p.c. 11,149 2,913. 
: (i) 173 p.c. 273 p.c. 17% p.c. 173 p.c. 13, 584 121 
(ii) 17% p.c. 27% p.c. 173 p.c. 22% p.c. 38, 093 46, 568. 
(iii) 173 p.c. 27% p.c. 173 p.c. 223 p.c. 5, 841 4,524 
(iv) 173 p.c. 272 p.c. 17} p.c. 272 p.c. 8, 225 6, 903. 
(v) 173 p.c. 273 p.c. 17% p.c. 223 p.c. 53, 700 21,370 
ex 123a 173 p.e. 15 p.c. 173 p.c. 15 p.e. (c) 392,393 | (c) 21,403 
124 7 ets. gal. 5 ets. gal, 7 cts. gal. 5 cts. gal. 195, 694 484, 261 
128 173 p.c. 15 p.c. 173 p.c 15 p.c. 6, 064 631 
ex 133 15 p.e. 20 p.c. 15 p.c Free 66, 668 328, 390 
ex 134 Various Various No No . 20,599, 682 32,415, 641 
ex 135 rates rates change change 
ex 135b apply apply 
139 3 ct. Ib. 13 cts. lb. 3 et. lb 13 cts. lb. 64,981 2,046, 637 
141 3 ct. !b. and | } ct. lb. and | 15 p.e 25 p.c. 445, 364 1,312,115 
15 p.c. 30 p.c. 
142 (a) (i) 20 cts. Ib. 40 cts. lb. 20 cts. lb. 30 cts. lb. 205, 260 308,118 
(ii 30 cts. lb. 60 ets. lb. 30 cts. lb. 40 cts. lb. O83 fc... 2 eee 


* Not separately recorded. 


(a) Includes ivory nuts. 


(b) Includes imports under Items 120 (a), (b) and (c). 


(c) Includes crabs and clams in sealed containers. 
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STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 
NATION RATESIN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PARTI 
OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. — 


Tariff Item 


Number 


(b) (i) 
(ii) 
143 


143a 

144 

145 

146 

147 

152 (i) Lime 
Orange 


Lemon 


Passion 
fruit 


Pineapple 


Grape- 
fruit 


N.o.p. 
(ii) 
152a 


ex 156 (i) 


(ii) 


ex 156 (ili) 


(iv) 


* Not separately recorded. 


STANDING COMMITTEE 


Rates in Effect 
on July 1, 1939 


iS ae 


40 cts. lb. 
60 cts. lb. 


$3-90 lb. and 
25 p.c. 


$3.50 per lb. 


80 cts. lb. 


75 ets. lb. 


25 cts. gal. 


15 cts. gal. 


15 p.c. 
15 p.c. 
15 p.c. 


15 p.c. 
15 p.c. 


15 p.c. 

15 p.c. 

15 p.c. 
123 p.c. 
$5.00 gal. 


$5.00 gal. 


$5.00 gal. 


$5.00 gal. 


M.F.N. 


40 cts. lb. 
60 cts. lb. 


$3-90 lb. and 


25 p.c. 


$3.00 per lb. 
and 15 p.c. 


95 cts. lb. 


90 cts. lb. 


35 cts. gal. 


2 


50 cts. gal. 


25 p.c. 
25 p.c. 
25 p.c. 


25.p.C. 
15 p.c. 


15 p.c. 

15 sp:¢: 
20 p.c. 
173 p.c. 
$6.00 gal. 


$10.00 gal. 
$7.00 gal. 


+$5.00 gal. 


(a) Includes imports under Item 146. 
(b) Includes fruit syrups. 
(c) Includes fruit syrups and concentrated fruit juices. 
tT $10.00 on other than Cognac and Armagnac. 


Rates in Effect 
on January 1, 1948 


Bree 


40 cts. lb. 
60 cts. lb. 


$3-90 lb. and 
25: p.¢. 
$2.00 per lb. 
and 15 p.c. 
plus $2.00 per 
thousand. 
80 cts. lb. 
plus 
15 cts. lb. 
75 cts. lb. 
plus 
15 cts. lb. 
except snuff. 
25 cts. gal. 
plus 
30 cts. gal. 
15 cts. gal. 
plus 
30 cts. gal. 
15 p.c. 
15 p.c. 


15 p.c. 


15 p.c. 
15 p.c. 


15 p.c. 

15 p.e. 

15 p.c. 

Free 

$4.50 gal. 
plus 
$7.00 gal. 

$4.50 gal. 
plus 
$7.00 gal. 

$4.50 gal. 

plus 

$7.00 gal. 

$4.00 gal. 

plus 

$7.00 gal. 


20 cts. Ib. 
30 cts. lb. 


$1-75 lb. and 
15.p.c. 


$2.00 per lb. 
and 15 p.e. 


plus $2.00 per 


thousand. 


80 cts. lb. . 


plus 
15 cts. lb. 


plus 
15 cts. lb. 
except snuff, 


35 cts. gal. 
plus 
30 cts. gal. 
plus 
30 cts. gal. 

10 p.c. 

10 p.c. 

10 p.c. 


10 p.c. 


10 p.c. 


15 p.c. 
10 p.c. 
10 p.c. 

5 p.c. 
$5.00 gal. 
plus. 
$7.00 gal. 
$5.00 gal. 

plus 
$7.00 gal. 
$6.00 gal. 
plus 
$7.00 gal. 
$4.00 gal. 
plus 
$7.00 gal. 


M.F.N. 


Imports from 


all Countries 


1939 


$ 
1,581,800 
103, 258 
35, 889 


. 38, 844 
318,877 


90, 552 


123, 502 


(b) 1,006, 134 


* 


2,313 
4,344, 154 


216, 249 
425,496 


532, 952 


1946 


$ 
1, 685, 733 
928, 565 
61, 283 


* 
« 
© 


- 
% 


4 


37,106 


334, 584 


8,701. 


12,309 


* 


27,920 
4,766,923 


254, 371 


3,804,577 


(c) 7,688,377 


1,123,453 — 
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STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 
NATION RATES IN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, IMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PART I 
OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 


Rates in Effect 
on January 1, 1948 


Imports from 
all Countries 


————————— ee Oe | | SS | 


7 Rates in Effect 
* Tariff Item on July 1, 1939 
f Number 
“4 BiP M.F.N B.P 
- (v) $5.00 gal. $6.00 gal. $4.50 gal. 
‘ plus 
: $7.00 gal. 
ex 156 $2.00 gal. $10.00 gal. $2.00 gal. 
156b 
159 $5.00 gal. & | $10.00 gal. & | $3.00 gal. & 
30 p.c. 30 p.c. 30 p.c. 
160 (i)(a) 30 p.c. 60 p.c. 30 p.c. 
(b) $5.00 gal. $5.00 gal. & | $5.00 gal. 
’ 40 p.c. 
(ii) (a) 30 p.c. 60 p.c. 30 p.c. 
(b) $5.00 gal. $5.00 gal. & | $5.00 gal. 
40 p.e. 
ex 162 80 p.e. 80 p.c. 80 p.c. plus 
42% cts. gal. 
ex 163 55 cts. gal. 35 cts.per gal.| 55 cts. per 
a when not gal.; plus 424 
more than | cts. per gal. 
23 p.c. proof, 
if of fresh 
grape, non- 
sparkling; 55 
cts. per gal. 
when 24 p.c. 
proof, if of 
fresh grape, 
non-spark- 
ling;55cts per 
gal. on other 
non-spark- 
ling wines. 
(Sacrament- 
al wines 35 
. cts. per gal.) 
165 (a) qts. | $9.30 perdoz.| $7.44 per doz. |$9.30 per doz. 
plus 
$1.75 per gal. 
(b) pts. | $4.65 per doz.| $3.72 per doz.| $4.65 per doz 
plus 
$1.75 per gal. 
(c) } pts. | $2.32 per doz.| $1.86 per doz.| $2.32 epr doz. 


(d) large | $4.50 per gal. 


* Not separately recorded. 


$3.60 per gal. 


plus 
$1.75 per gal. 
$4.50 per gal. 
plus 
$1.75 per gal. 


$4.50 gal. 
plus 
$7.00 gal. 


$5.00 gal. 


$5.00 gal. & 
30 p.c. 


30 p.c. 


$5.00 gal. & 
380 p.c. 


45 p.c. 


$5.00 gal. & 
40 p.c. 


20 cts. per 
gal. when 28 
p.c. or less 
proof, plus 
42% cts. per 
gal. 

20 cts. per 
gal. up to 24 
p.c. proof; 
plus 42% ets. 
per gal. 


$5.00 per doz 
plus . 
$1.75 per gal 


.|$2.50 per doz, 


plus 
$1.75 per gal. 


$1.25 per doz 
plus 
$1.75 per gal. 
$2.50 per gal. 
plus 
$1.75 per gal. 


(a) 


(b) 
(c) 


84, 046 


23, 869 


56, 922 
52, 269 


44,813 


650, 721 


118,974 


(2) 230,450 


33,749 


(b) 
(c) 


99,983 
91,272 


237 


2, 447, 829 


250, 592 


(a) Includes mescal, angostura bitters, etc. 
(b) Includes Item 160 (11) (a). 
(c) Includes Item 160 (ii) (b). 
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STANDING COMMITTEE 


STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 
NATION RATESIN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PARTI 


OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. — 


Tariff Item 
Number 


ex 172 
ex 172 
178 (ii) 


ex (11) 
179 
180 (i) 
(ii) 
(iii) 
180c 
181 
18la 
184 
187 
187a 
187b 
188 
189 
192 
192b 
192c 


* Not separately recorded. 


Rates in Effect 
on July 1, 1939 


B.P. 


1/3 ct. lb. 
25 p.c. 


25: p.C. 


Free 


Free 


Free 
Free 
Free 
Free 


5 cts. lb. 


5 cts. lb. 
225 p.c. 
123 p.c. 
12% p.c. 
123 p.c. 
Free 
225 p.c. 
20 p.c. 
Free 
Free 
Free 
Free 
Free 
Free 
15 p.c. 
123 p.c. 


Free 


M.F.N. 


2/5 ct. lb. 


5 cts. lb. and 
30 p.c. 


5 ets. lb. and 
30 p.c. 


10 p.c. 


Free 


Free 


10 p.e. 


Free 


Free 

124 cts. lb. 
but not less 
than 273 p.c. 


Free 


Rates in Effect 
on January 1, 1948 


BoP: 
1/3 ct. lb. 
20 p.c. 


20 p.c. 


Free 


Free 


Free 
Free 
Free 
Free 


5 ets. lb. 


5 ets. lb. 
173-p.e. 
123 p.c. 
123 p.c. 
123 p.c. 
Free 
ti pic. 
15 p.c. 
Free 
Free 
Free 
Free 
Free 
Free 
15 p.c. 
125 p.c. 


Free 


M.F.N. 1939 ; 
$ 

1/3 ct. lb. 2,513 
25 p.c. and 48,127 
2 cts. lb. 
25 p.c. zs 
10 p.c. 26, 474 
Free « 
Free 131,902 
10 p.c. 2,030, 844 
Free * 
Free (b) 506,803 
10 cts. Ib. 1,464,511 
but not less 
than 25 p.c. 
Free 3 
225 p.c. 115, 337 
20 p.c. | 

497 , 663 
20 p.c. 
20 p.c. % 189, 028 
9 p.c. 18,172 
223 p.c. 597,518 
25 p.c. 602, 190 
Free (d) 6,710,848 
20 p.c. 1,032, 197 
10 p.e. 3,178 
10 p.c. 30, 924 
Free 92,493 
Free 26, 238 
223 p.c. 1,308, 740 
20 p.c. 60,797 
225 p.c- 2,611 


(a) Includes malt flour containing 50 per cent or over of malt. 
(b) Includes Bibles. 
(c) Includes engineers’ drawings, etc., Item 180e. 
(d) Includes magazines, unbound, etc., and Items 184a and 184c. 


Imports from 
all Countries 


1946 
$ 
2,134, 709 
(a) 109,366 


473,177 


296,709 
5,148, 011 

* 
(b) 1,393,078 
1,855, 579 


* 


259, 130 
1,816, 967 


(c) 1, 176, 053 
41,334 
1, 236, 966 
580, 262 

(d) 11,302,961 
1,569,056 

50, 453 

64,394 

346, 003 


66,473 


3, 364, 923 
111,321 
4,581 


QC a re 


'Pariff Item 


 Sebeweed B.P. 

‘ 192d Free 

_ - 192f 15 p.c 

- 198 15 p.c. 
194 5 ets. pack 

3 195 173 p.c. 

: 197 15 p.c. 

-197b Wp. | 

rs 197c (i) 10 p.c. 

a. Gi) 15 p.c. 

i, 197e Free 

198 20 p.c. 

 198b 10 p.c. 

e . 199 20 p.c. 

_ 199b 1 ct. lb. 
199¢ 10 p.e. 

199d 173 p.c. 

—-:199f 10 p.e. 

: Ps 199¢ 15 p.c. 

y 200 Free 
203a Free 
203b Free 
204 Free 
205 Free 
206b Free 

ex 208 Free 

a 208 Free 

ex 208 Free 

i ex 208 Free 
208a 1. Free 
208¢ Free 

‘ 208e Free 

= * Not separately recorded. 


BANKING AND COMMERCE 


Rates in Effect 
on July 1, 1939 


30 p.e. 
7 cts. pack 
30 p.c. 


10 p.c. 
27% p.c. 
15? p.c. 
275 p.c. 
1 ct. lb. but 
not less than 
25 p.c. 
273 p.c. 
242 p.c. 
223 p.c. 
223 p.c. 
Free 
10 p.c. 
10 p.c. 
Free 
Free 
Free 
Free 
Free 
Free 
Free 


15 cts. per 100 
Ibs. 


Free 


15 p.c. 


Rates in Effect 
on January 1, 1948 


| | A | 


15 p.c. 
5 cts. pack 
173 p.c. 
15 p.c. 
173 p.c. 
10 p.c. 
10 p.e. 
Free 
17% p.c. 
10 p.c. 
173 p.c. 
1 ct. lb. 


10 p.e. 
17% pee: 
10 p.e. 
B.pG: 
Free 
Free 
Free 
Free 
Free 
Free 
Free 
Free 
Free 
Free 


Free 


Free 


Free 


M.F.N. 


223 p.c. 

7 cts. pack 
22% p.c. 
223 p.c. 
223 p.c. 

15 p.c. 

15 p.c. 

10 p.c. 

25 p.c. 

15 p.c. 

25 p.c. 

4 ct. lb. but 
not less than 
20 p.c. 

25 p.c. 

20 p.c. 

22% p.c. 
123 p.c. 
Free 

10 p.c. 

10 p.e. 
Free 

Free 

Free 

Free 

Free 

Free 

Free 


15 cts. per 100 
Ibs. 


Free 


15 p.e. 


(a) Includes cigarette paper, ungummed, in sheets, Item 197c (ii). 
-__ (b) Includes Item 208a 2. 


4 8907—10 
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TATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 
_ NATION RATESIN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS 
_ FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PART I 
_ OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 


Imports from 
all Countries 


1939 

$ 
35, 548 
135, 036 
38, 536 
132,474 
2,071,417 
346, 726 
36, 980 

* 
93,309 
944, 863 
3,537 
1,530,749 
545,913 


157, 743 
478,496 
1,833 
125, 803 
811, 508 
397,310 
3,965, 068 
159, 149 
14, 204 
28,450 
2,453, 836 
926, 188 
94,854 
90,340 
26, 550 


1946 
$ 
118,970 

11, 222 
610, 853 
181,451 
323, 199 

3, 263, 870 
875, 218 

(a) 351,632 
* 
599, 742 

1, 650, 256 

1,467 

2,793, 386 

1,286, 673 


245, 684 
56,970 

3, 006 
242, 194 
1,557,774 
707,730 
4, $36, 628 
483, 389 
43, 183 
83,119 
4,271,081 
435,390 
6, 016 
140, 558 
(b) 105,630 


31, 963 


164 STANDING COMMITTEE 


STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 
NATION RATES IN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PARTI 
OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con, — 


Rates in Effect 


Rates in Effect 


Imports from 


Tariff Item on July 1, 1939 on January 1, 1948 all Countries 
Ses B.P MF.N. | BP M.F.N 1939 1946 
ae $ s = 
208h Free Free Free Free 1,489, 598 1,430,613 
208} (i) Free 10 p.c Free 10 p.c 459,073 7,802 
(ii) Free 25 p.c Free 25 p.c at 
(iii) Free 25 p.c Free 25 p.c 111,564 50,380 
2081 Free 10 p.c Free 10 p.c 22, 889 ? 101 
208m. Free 10 p.c Free 10 p.c 234, 259 108,965 
208n Free 10 p.c Free | 10 p.c 10, 983 25,037 
2080 Free 10 p.c Free 10 p.c 319, 520 620,846 
208q Free 20 p.c Free 10 p.c 29, 559 75,880. 
208r Free 15 p.c Free 15 p.c 61, 186 37,980 
208s Free 20 p.c Free 20 p.c 98,327 56,474 
208t Free 173 p.c Free 15 p.c (a 4,977,764 (a )16,862, 298° 
ex 208t Free 123 p.c Free 123 p.c 269, 756 244,934 
ex 208t Free 25 p.c Free 20 p.c ie me 3 
208u Free Free Free Free 784, 076 735,367. 
208v Free 25 p.c Free 25 p.c (b) 84,224 | (b) 458, 109° 
208 w Free Free Free Free 114, 167 138,487 
209¢ Free 15 p.c Free 15 p.c 27,700 34,031, 
210 f pes 15 p.c Free 12) p.c 376, 324 562,639 
ree 123 p.c Free 12} p.c 254, 765 410, 682 
210d } ot. Ib. 4 ct. Ib tot. Ib. 2 ot. Ib. 73, 575 244,617. 
2100 Free Free Free Free 1,148, 575 468,821 
212 Free 15 p.c Free 10 p.c. 781,348 711,422 
215 Free 17% p.c Free 123 p.c 170,047 | (c) 138, 271 
216 Free 20 p.c Free 15 p.c. (d) 735,855] (d) 1,479,104 
216d Free Free Free Free 91, 385 47,352 
218 Free 25 p.c Free 25 p.c. 52,618 120, 647 
219 (i) 123 p.c 224 p.c 124 p.c 223 p.c. 
ue (ii) Free 223 p.c Free 22% p.c. a 2 
219a (i) 5 p.c 22} p.c 5 p.c. 123 p.c. 66,785 288, 838 
(il) Free 7k p.c Free 3 p.c. (e) 1,089,927 | (e) 3,224,260 
219b Free Free Free Free 85,497 270,579 
z 


* Not separately recorded. 
(a) Some goods recorded un 


(b) Includes imports 


(c) Includes stear1 
(d) Some goods 


(e) Includes materials duty free under Item 791. 


der Item 208t paid duty under Item 711. 
of butyl alcohol. 
c acid imported under Items 215 and 21da. 


recorded under Item 216 paid duty under Item 711. 
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TATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 
NATION RATESIN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PART I 
OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 


Ae ee 


* Not separately recorded. 


(a) Includes imports of chloroform under Item 476c. 


(6) Includes imports under 220a (i) and (ii) 


(c) Includes imports under Item 241. 


8907—104 


; Tariff Item nn waist ie oa Tiered tae ig pee 
_ Number 
5 BL M.F.N ie M.F.N 1939 1946 
7: $ $ 
219d Free 20 p.c Free 20 p.c (a) 90,880 | (a) 143,197 
220 (i) 173 p.c 20 p.c 173 p.c 20 p.c (b) 1,688,492 | (b) 3,987, 269 
(ii) 20 p.c 274 p.c 17% p.c 223 p.c (b) 549,985 | (6) 878,850 
220a (i) 173 p.c 20 p.c 15 p.c 20 p.c. * * 
20 p.c 27% p.c 15 p.c 20 p.c. | 
(ii) 60 p.c 60 p.c 30 p.c 25 p.c = ‘ 
— ex 225 5 p.c. 73 p.c 5 p.c Free * ¥ 
228 = (i) 20 p.c 293 p.c 15 p.e 223 p.c 137, 292 171,925 
(ii) 20 p.c 25 p.c. 15 p.c. 20 p.c 104, 088 249, 278 
229 50 cts. per | $1.50 per 100 | 50 cts. per | $1.50 per 100 282, 281 538, 637 
100 lbs. lbs. 100 lbs. lbs. 
230 Free 2 cts. lb. Free 1 ct. lb. 39, 389 1,112 
231b 173 p.c. and | 25 p.c. and | Free Free _ . - 
2. cts. lb. 5 cts. Ib. 
Zoe (i) 173 p.c. and | 25 p.c. and | 15 p.c. and | 223 p.c. and 171, 962 769, 858 
2 cts. lb. 5 cts. lb. 2 cts. lb. 5 ets. lb. 
(ii) 173 p.c. and | 25 p.c. and | 15p.c. 223 p.c. 106, 426 8,920 
2 cts. Ib. 5 cts. Ib. 
232b 10 p.c. 35 p.c. 10 p.c. 27% p.c. 47,937 6,879 
232c¢ 10 p.c. 35 p.c. 10 p.c. 25 p.c. 495, 464 1,120,329 
232f 15 p.c. and | 25 p.c. and | 15 p.c. and | 20 p.c. and 37,926 42,251 
14 cts. Ib. 4 ets. lb. 13 cts. lb. 23 cts. lb. 
234 15 p.c. 30 p.c. 15 p.c. B]p.c. 423, 926 529, 390 
236 10 p.c. 20 p.c. 10 p.c. 20 p.c. 317,776 347,380 
238a 10 p.c. 27% p.c. 10 p.c. 25 p.c. 401,722 880, 321 
ex 238a 10 p.c. 274 p.c. 10 p.c. 10 p.c. ¥ +5 
238e 20 p.c. 30 p.c. 20 p.c. 25 p.c. 374, 016 1,995, 008 
239 Free Free Free Free 540, 436 2,106, 180 
240 Free 10 p.e. Free 10 p.c. 244, 221 504, 162 
| 24la Free 15 p.c. Free 15 p.c. (c) 154,898 | (c) 239,617 
m 242 Free 15 p.c. Free 123 p.c 2,051,293 3, 232, 340 
: 248 15 p.c. 20 p.e. 15 p.c. 20 p.e. 701 10, 745 
244 20 p.c. 25 p.c. 20 p.c. 25 p.c. 1,562 132 
245 5 p.c. 15 p.c. 5 p.e. 15 p.c. 56, 873 81,929 
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STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED. 
NATION RATES IN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS © 


Rates in Effect Rates in Effect Imports from 
Tariff Item on July 1, 1939 on January 1, 1948 all Countries 
Number 
246 124 p.c. 20 p.c. 123 p.c. 17h pees 994, 137 
246b Free 20 p.c. Free 20 p.c. (a) 54,638 | (a) 
247 173 p.c. 25 p.c. 173 p.c. 20 p.c. 304, 656 
247a, (i) | Free 25 p.c. Free 15 p.c. (b) 85,513 | (b) y 
(ii) Free 273 p.c. Free 225 p.c. 23,454 
248 . 75 cts. gal. | 85cts.gal. | 75cts.gal. | 85 cts. gal. 58, 558 i 
249 15 cts. gal.| 15 cts. gal.| 15 cts. gal.| 15 cts. gal.| 190,071 < 
_and 10 p.c. and 20 p.c. and 5 p.c. and 15 p.c. i 
250 Free 7% p.c. Free 7% p.c. 4:°320 |. Saye. ee ee 3 . 
252 123 p.c. 224 p.c. 123 p.c. 17} p.c. 476,051 785,209 
253 17% p.c. 27% p.c. 173 p.c. 223 p.c. 13, 255 33,189 
254 (i) Free 10 p.c. Free Free (c) 188,411 | (ce) 159,933. 
Gi) | Free 10 p.c. Free Free 69, 399 285, 54 
(iii) Free 10 p.c. Free 10p.c. 610, 488 3,097,947 
256 123 p.c. 173 p.c. 124 p.c. 15 p.c. 246,783 363, 085° 
259a Free 22} p.c. Free 222 p.c. 5, 689 1, 665. 
261 Free Free Free Free 420, 148 1,602, 172 
262 Free 17 p.c. Free 10 p.c. 353, 083 324,869 
263 Free 5 p.c. Free 5 p.c. 2,927,449 4,075,721. 
264 (i) Free 74 p.c. Free Free } 1,070, 507 3, 582, 334. 
(ii) Free 4 p.c. Free 13 Pec. i % 
264a Free | 5p.e. Free Free | | 92,256 150, 927 
265 124 p.c. 30 p.c. 12} p.c. 15 p.c. 57,782 | 1,275,304 
265a 12 p.c. 20p.c. | 124 p.c. 20 p.c. 216, 583 573, 082. 
265b Free 15 p.c. Free 15 p.c. 379, 709 240, 236 
265c Free 20 p.c. Free me 20 p.c. 15,785 187 
ex 266 Free Free Free Free 908, 323 448,379 
267b Free 1 ct. gal. Free lect. gal. - 5 ee : 
272 15 p.c. 20 p.c. ‘15 p.c. 20 p.c. 824, 506 659,989 
ex 273 Free 10 p.c. Free 10 p.c. (c) 198,096 | (c) 435,612 
‘d 
274 Free Free Free Free 962,537 2,816, 666 


% 


* Not separately recorded. 


(a) Includes imports under Item 246c. 

(b) Includes pastels of a value of one cent per stick or over (247a (ii)). 

(c) Includes mastic and sandarac Item 254 (ii); Australian and kauri Item 254 (iii). 
(c) Includes asphaltum or asphalt, not solid. 
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rT TEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 
NATION RATES IN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS 


FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PART I 


_ OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 


Rates in Effect. Rates in Effect Imports from 
ty ag on July 1, 1939 on January 1, 1948 all Countries 
umber — 


‘exh 
Free 10 p.c. Free 10 p.e. (a )4, 462,253 | (a) 2,744,793 
ex Sb 

ex 278c l 

ex 277 Free 10 p.c. Free 10 p.e. * * 

“ry 278¢e Free Free Free \Free 173, 858 831, 046 

ex 208t Free 17} p.c 17% p.c 

ex 711 15 p.c. 20 p.c 20 p.c 
“ex 281 Free Free Free Free (b)1, 153, 685 | (b) 1,509,637 

. _ 28a Free Free Free Free 494, 396 1,708, 588 

 281b 5 p.c. 15 p.c. 5 p.c. 15 p.c. 841,071 1, 680, 976 

282 12} p.c. 15 p.c. 12} p.c. 15 p.c. 34, 037 94, 280 

82a 124 p.c. 20 p.c. 124 pc. 174 p.c. 141, 023 361, 882 

shy: 

284 (i) 20 p.c. 30 p.c. 15 p.c. 223 p.c. 15,768 101,761 

cue (ii) 20 p.c. 30 p.c. 15-DeCl. sh. hon (120 De: - 123,689 340, 858 

i 284a Free 324 p.c. Free 20 p.c. 10, 731 9,806 
# 

Eta 285 15 p.c. 27% p.c. 15 p.c. 20 p.e. 56, 209 110, 140 

286 20 p.c. 30 p.c. 20 p.c. 20 p.e. 7,657 14, 786 

; 287 Free 35 p.c. Free 25 p.c. 3, 023, 375 6, 326, 800 

288 20 p.c. 35 p.c. 17% p.c. 25 p.c. 401,691 1,599, 387 
any. 

‘> —- 288a Free 20 p.c. Free 20 p.c. 13, 854 72,328 
4 288b Free 20 p.c. Free 20 p.c. 5, 114 <5, 247 
ie 289 15 p.c. 27% p.c. 15 p.c. 25:p.c. 147,976 741,070 

ex 296 Free Free Free Free 

ie 22,831 58, 645 
ex 206 Free Free Free Free 

ex 296b 20 p.c. 27% p.c. 20 p.c. 15 p.c. 

ie (c) 37,366 | (c) 385,573 

ex 296b 20 p.c 273% p.c 20 p.c 20 p.c 
296 Free 20 p.c. Free 20 p.c. 51, 864 40, 994 

296d Free 15 p.c. Free 15 p.e. 10,379 13, 622 

i 296e Free Free Free Free 16, 745 . 

aa 

207 Free Free Free Free 190, 305 584,418 

3 300 Free 15 p.c. Free 15 p.c. 100, 350 188, 252 
ex 305 10 p.e. 124 p.c. 10 p.c. 10 p.c. 20,436 43, 343 

806 Gi) Free 20 p.c. Free 10 p.c. 32,716 91,077 
oe (ii) Free 20 p.c. Free 15 p.c. Pore Sata 

__ * Not separately recorded. , ; 

(a) Includes cottonseed and also includes palm oil for all purposes. 1946 imports include peanut oil 
C cocoanut oil for all purposes. 


(b) Imports include fire brick made substantially of silicon carbide and/or fused alumina, 
= ( c) Includes caustic-calcined or plastic magnesia. 
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Rates in Effect Rates in Effect Imports from 
Tariff Item on July 1, 1939 on January 1, 1948 all Countries 4 
Number | FOO aaa 
B.P M.F.N B.P M.F.N 1939 1946 
pS gee ae ea ee ee ee ger tee ae m 
306¢ Free 15.p.c: Free 10 p.e. 11, 088 53, 068 § 
ex 308 20 p.c. 223 p.c. 20 p.c. 224 p.c. 33 fi % 
312 15 p.c. 20 p.c. 15 p.c. 125 p.c. (a) 849,875 | (a) 1,606, 122 53 
312a Free 20 p.c. Free 123 p.c. . = 5 
313 Bree Tao. Free ape: 13,384 98,847 
314 #15 D.03 224 p.c. 15 p.c. | 224 p.c. 101, 148 408,846 
315 Free Free Free Free 315, 697 481, 630 
316 22% p.c. 324 p.c. and | 223 p.c. 25 p.c. and 2,393 56, 842 : 
20 cts. lb. 10 cts. lb. . 
316a Free 63 p.c. Free _ 5 p.c. 552,625 | 1,137,283 
317 Free Free Free Free 1,541 70.2 ed. ae : ‘ 
318 Free 15 p.c. Free 10 p.c. 1,159, 896 2,671,831 
319 Free 25 p.c. Free 21 p.c. (b) 622,163 | (6) 1,091,936 — 
320 Free 20 p.c. Free 10 p.c. 493, 535 901,209 
321 Free 20 p.c. Free 20 p.c. 206, 780 518,702 — 
322 17} p.c. 30 p.c. 173 p.c. 25 p.c. 356, 020 820,511 
323 ; 20 p.c. | 80 p.c. 20 p.c. 223 'p.c. 134, 608 376, 242 © 
325 20 p.c. 27% p.c. 20 p.c. 15 p.c. 2,832 350 — 
326 (i) 15 p.c. 274 p.c.¢ 15 p.c. 224 p.c. 1, 226, 281 - §,425,473° 
(ii) 10 p.c. 25 p.c. | 10 p.c. 223 p.c. (c) 69,832 (c) £05 549 
(iii) 10 p.c. 25 p.c. 10 p.c. 224 p.c. . 949, 354 2,327,547 
326a 10 p.c. pe blown te ae, 748, 232 2,044,553 
326e Free Free Free ° | Free 216,371 601,879 
326g Free 15 p.c. Free 15 p.c. Ea Oa hi rae 580,469 | 
327 20 p.c. 242 pac. 20 p.c. 22% p.c. 81, 190 177,256 
330 Free Free Free Free 27,092 374,066 
33a Free 27k p.c. Free 25 p.c. 78, 652 457 
339b 10 p.c. 27% p.c. 10 p.c. 273 p.c. 64, 523 128, 204 - 
340 4 p.c. 173 p.c. 7} p.c. 172 p.c. 48, 280 116, 700 
341 10 p.c. 20 p.c. 10 p.c. 20 p.c. 17,785 25,602 | 
345 Free Free Free Free 654,114 600,473 
346 15 p.c. 20 p.c. 15 p.c. 17} p.c. 283, 127 1,043, 212° 


* Not separately recorded. . 
(a) Includes imports under Item 312a. 
(b) These imports include some glass under Items 320 and 321. 
(c) Includes glass shades or blobes,and_opal glassware. 
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TATEMENT SHOWING THE BRITISH PREFERENTIAL AND _ MOST-FAVOURED- 
NATION RATES IN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, IMPORTS 
_ FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PART I 
i OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 


eee Sy 


- 
le. 


Rates in Effect Rates in Effect 


Imports from 
all Countries 


60, 232 
313, 571 
142, 883 
146, 549 

35, 512 

2,907, 247 


34,717 


90,049 
789, 273 
59,810 
5, 809 
52, 283 
248, 997 
2,070 
17,844 
858, 603 
116, 965 
170, 178 
104, 105 
306, 795 


28,485 


25, 907 


2,151, 067 
4,129,532 
89,799 

1, 838 
227, 913 


868, 982 


146, 272 

(a) 1,387,287 
593, 184 
1,117,972 

39, 322 

6, 627, 572 


103, 063 


83,970 
2,371,896 
72,024 
720 
25, 969 
(b) 117,310 
a 
108, 640 
2,161,739 
676, 530 
121, 421 
124,929 
842,718 
114, 650. 
23, 841 


4,256, 681 
4,002, 457 
(c) 515,743 


* 


1,850, 330 


3, 170, 329 


Tariff Item on July 1, 1939 on January 1, 1948 
Number 
B.P M.F.N B.P M.F.N 
346a Free Free Free Free 
—  =848e 5 p.c 10 p.c 5 p.c 10 p.c 
_ 350 10 p.c 30 p.c 10 p.c 20 p.c 
315 20 p.c 27% p.c 20 p.c 20 p.c 
351b 173 p.c 223 p.c 17} p.c 20 p.c 
352 20 p.c. 243 p.c 20 p.c. 20 p.c 
ex 352 
ex 362c 
ex 432d Various 10 p.c Various 10 p.e. 
ex 446a 
ex 506 
353 (1) Free 27% p.e Free 2 cts. lb. 
(ii) Free 273 p.c Free 3 cts. lb. 
(iii) Free 274 p.c Free 223 p.c. 
(iv) Free 30 p.c Free 22% p.c. 
(v) Free 274 p.c Free "223 p.c. 
(vi) Free 30 p.c Free 30 p.c. 
353a (i) Free Free Free Free 
(ii) Free Free Free Free 
354 15 p.c. 273 p.c 15 p.c. 223 p.c. 
354a 20 p.c. 274 p.c 20 p.c. 223 p.c. 
357 15 p.c. 25 p.c 15 p.c. 25 p.e. 
361 15 p.c. 30 p.c 15 p.c. 30 p.c. 
362 20 p.c. 324 p.c 17% p.c. 274 p.c. 
362a 20 p.c. 25 p.c 20 p.c. 17} p.c. 
362b 173 p.c. 374 p.c 17} p.c. 30 p.c. 
33% p.c 
362¢ 173 p.c. 30 p.c 15 p.c. 22% p.c. 
364 Free Free Free Free 
365a 15 p.c. 25 p.c 15 p.c. 20 p.c. 
F 365b Free 20 p.c Free 15 p.c. 
s 366 20 p.c. 30 p.c. but | 20 p.c 30 p.c. but 
not less than not less than 
40 cts. ea, 40 cts. ea. 
366a Free 15 p.c. but | Free 15 p.c. but 
not less than not less than 
40 cts. ea. 40 cts. ea. 
* Not separately recorded. 
4 (a) Imports include some material under Item 352. 


} (b) Imports include Item 353a (i) 
. (c) Imports include Item 365b. 
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NATION RATESIN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PART I 
OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 


Tariff Item 
Number 


STANDING COMMITTEE 


Rates in Effect 
on July 1, 1939 


Rates in Effect 
on January 1, 1948 


Imports from 
all Countries 


369 
370 
375 (c) 


(f) 
377a 
377¢ 
377i 
878 (a) 

‘ (b) 

(c) 

(d) 
379 (e) 

(f) 
380 (a) 

(b) 

(c) 

(d) 
381 (a) 

i (b) 
382 (a) 

(b) 

(c) 

(d) 
383 (a) 

(b) 

(c) 


* Not separately recorded. 


Free 
$2.50 ton 
Free 
Free 
$4.25 ton 
10 p.c. 
10 p.c. 
Free 
Free 
Free 
$4.25 ton 
Free 
5 p.c. 
Free 

a D-c. 
$4.25 ton 


5 p.c. 


1 $3.00 ton 


3 p.c. 
125 p.c. 
Free 
Free 


7% p.c. 


M.F.N B.P 
15 p.c. but} Free 
not less than 
5 cts. per 
plate 
32% p.c. 15: p.c. 
30 p.c. but | 15 p.e. 
not less than 
40 cts. ea. 
25 p.c. 10 p.c. 
10 p.c. Free 
13 cts. on sili-| Free 
con content 

5 p.c. Free 
$4.00 ton $2.50 ton 
$3.00 ton Free 
$6.00 ton Free 
$7.00 ton | $4.25 ton 
25 p.c. 10 p.c. 
20 p.e. 10 p.c. 
12% p.c. Tee 
$7.00 ton Free 
$7.00 ton Free 
$8.00 ton $4.25 ton 
$6.00 ton Free 
25:).c. 5 p.c. 
$8.00 ton Free 

‘| 20 p.c. a D-C. 
$6.00 ton $4.25 ton 
12% p.c. 5 p.c. 
$7.00 ton $3.00 ton 
20 p.c. $ p.c. 
27% p.c. 123 p.c. 
15 p.c. Free 
17% p.c. 15 p.c. 
173 p.c. 7 p.c. 


(a) Includes imports under Items 375 (d) and (e). 
(b) Includes imports under Item 377. 
(c) Includes imports under Item 383 ( b). 


15 p.c. \ but 
not less than 
5 cts. per 
plate 


25 p.c, 
30 p.c. but 


not less than 
40 cts. ea. 


“95 p.c. 


10 p.c. 
1 ct. lb. on 
silicon con- 
tent 
5 p.c. 
$4.00 ton 
$3.00 ton 
$6.00 ton 
$7.00 ton 
25:p:C. 
20 p.c. 
123 p.e. 
$7.00 ton 
$7.00 ton 
$8.00 ton 
$6.00 ton 
25 p.e. 
$8.00 ton 
20 p.c. 
$6.00 ton 
123 p.c. 
$7.00 ton 
20 p.c. 
27% p.c. 
10 p.c. 
15 p.c. 
173 p.c. 


183, 100 


298, 493 
349, 248 


177, 444 
84, 302 
294 


461,596 
324, 126 
25, 680 
55,014 

1, 134,781 
11, 467 
382,003 
1,176, 934 
1,829 
77,405 
196, 825 
882,814 
27,004 
92, 989 
2,786, 526 
892, 183 
245,794 
124,561 
384, 448 
34,371 
894,409 
8, 844, 963 
1,204,990 


(b) 


423,388 


1,150,706 
970,633 
ibe 


242, 689 
68,702 
45,378 


att Ot yee she 


402,389 
178,650 
104,860 
138,797 
2,453,952 
22,900 

1, 573, 333 
1,489,682 
213 4 
128,529 
693, 345 
1,359, 304 
107,805 
344, 786 
4,730,956 
2,136,964 
370,224 
502, 009 
1,553,137 _ 
167,724 
5,073, 089 


* 


1,464, 409 


; 
~ 
ae 


Sata aa, 


Fe. 
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ATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 
NATION RATESIN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS 


FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PART I 
OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 


Tariff Item 
Number 


Rates in Effect 
on July 1, 1939 


Rates in Effect 
on January 1, 1948 


Imports from 
all Countries 


—— ee | | | | OO» gy OO rrr 


$4.00 ton 
20 p.c. 
Free 
15 p.c. 
15 p.c. 
15 p.c. 
Free 
17% p.c. 
173 p.c. 
Free 
Free 

5 p.c. 
22% p.c. 
20 p.c. 
$5.00 ton 
Free 
15 p.c. 
10 p.c. 
5 p.c. 
123 p.c. 
Free — 


Free 


20 p.c. 


17} p.c. 
$5.00 ton 
Free 

10 p.e. 
10 p.c. 
15°p.c8 
174 p.c. 
123 p.c. 
12% p.c. 
$7.00 ton 
$3.00 ton 
$7.00 ton 
30.D.C. 
$3.00 ton 
22% p.c. 
22% p.c. 
223 p.c. 
Free 

273 p.c. 
10 p.c. 
20 p.c. 

4 p.c. 
25 p.c. 
30 p.c. 
27% p.c. 
$10.80 ton 
74 p.c. 
25 p.c. 
15 p.c. 
10 p.c.. 
20 p.c. 

5 p.e. 
15 p.c. 


25 p.c. 


Free 
$4.00 ton 
20 p.c. 
Free 
15.p.c. 
15 p.c. 
15 p.c. 
Free 
173 p.c. 
17} p.c. 
Free 
Free 

4 p.c. 
223 p.c. 
20 p.c. 
$5.00 ton 


Free 


$5.00 ton 
Free 

10 p.c. 
10 p.c. 
15 p.c. 
173 p.c. 
12% p.c. 
12% p.c. 
$7.00 ton 
$3.00 ton 
$7.00 ton 
30 p.c. 
$3.00 ton 
20 p.c. 
20 p.c. 
20 p.c. 
Free 

25 p.c. 
10 p.c. 
119°D.C; 

4 p.c. 
22% p.c. 
22% p.c. 
225 p.c. 
$10.00 ton 

¥ p.c. 
223 p.c. 
15 p.c. 
10 p.c. 
15 p.c. 

5 p.c. 
15 p.c. 


223 p.c. 


674, 630 
211,772 
3, 456 
144,931 
4,338, 611 
63,870 
530, 905 
417,417 
163,145 
85,676 
393, 833 
31 
395,517 
667,623 
119, 682 
73,025 
2,118, 611 
564, 546 
15,838 
6, 360 
133, 994 
146, 358 
107,944 
10,672 
158, 135 
10,730 
203, 051 
783, 596 
18, 249 
217,863 
1/820 
7,665 
10,376 
373, 371 
94,318 
14.252 
67,882 
457,277 
8,943 


525,814 


117, 694 
2,435,731 
731,995 
3,050, 661 


ee ee ee ey 


4,180,973 
1, 266, 008 
180, 468 


$5 er (Riel 6). /e ene era) wilh 


446, 246 
21,808 
81,193 
1,187,278 
60,498 
278,417 
15, 460 
8,849 
23,538 
1,633, 047 

528,110 
87, 292 

184, 344 

1,903, 976 
28, 029 


1,599, 285 


hed 
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Tariff Item 
Number 


402a 
402b (i) 


(ii 
403 (c) 
404 (b) 
406 (a) 
(b) 
407 
407a 
408 
409 
409b 
409¢ 
409d 


409e (1) 
li 


409f 
409g 
409h 
409i 
409} 
409k 
4091 
409m 
409p 
410a 
410b 
410d 
410) 
4101 


Rates in Effect 
on July 1, 1939 


B:P:; 


123 p.c. 


-12% p.c. 


Free 
22% p.c. 


Free 
15 p.c. 


Free 
15 p.c. 
Free 
Free 
Free 
Free 
Free 


Free 
Free 


Free 
Free 
Free 
Free 
Free 
Free 
Free 
Free 
Free 
Free 
Free 
Free 
Free 


5 p.c. 


M.F.N. 


10 p.c. 


5 p.c. 
5 p.c. 


7% p.c. 
7% p.c. 
74 p.c. 
74 p.c. 
74 p.c. 
7% p.c. 
Free 
Free 
15 p.c. 
10 p.c. 
10 p.c. 
Free 
Free 


173 p.c. 


Rates in Effect 


on January 1, 1948 


B.P. M.F.N. 


Free 
15 p.c. 
7% p.c. 
Free 
10 p.c. 
15 p.c. 
15 p.c. 
174 p.c. 


5 p.c. 
123 p.c. 


Free 
22% p.c. 


Free 
15 p.c. 


Free 
15 p.c. 
Free 
Free 
Free 
Free 
Free 


Free 
Free 


Free 
Free: 
Free 
Free 
Free 
Free 
Free 
Free 
Free 
Free 
Free 
Free 
Free 


ope: 


10 p.c. 
25 p.c. 
20 p.c. 
10 p.c. 
20 p.c. 
30 p.c. 
15 p.c. 


25 p.c. 


17} p.c. 
20 p.c. 


5 p.c. 


27% p.c. 


5 p.c. 
25 p.c. 


15 p.c. 
25 p.c. 
Free 
Free 
Free 
Free 
Free 


Free 
Free 


Free 
Free 
Free 
Free 
Free 
Free: 
Free 
Free 


15 p.c. 


{ 10 p.c. 


10 p.c. 


Free 


Free 


15 p.c. 


Imports from 
all Countries 


1939 


278, 560 
111, 166 
} 55, 273 


927,375 
17,092 


43, 258 
62,319 


153, 464 
134, 968 
156, 482 
644, 364 
580, 503 
553, 399 
2,121, 406 


309, 920 
31,494 


301, 557 
54, 628 

14, 561 
61,405 
598, 811 
97,525 

14, 042 

15, 002, 601 
124, 821 
245,176 
155, 594 

(a )2, 145, 367 
251,051 
1,490, 045 


1946 


103, 231 
177,708 
824,309 


343, 328 


62, 682 


1,810,450 
46,755 


55, 545 
112,255 


419, 674 
244,956 
659, 857 
758, 046 
2,792, 902 
2,097,858 
8,179,437 


1, 278, 934 
(a) 262,591 


1,539,441 
732,521 
224,006 

85,418 
839,797 
184, 051 
196, 919 

45, 620, 185 
199, 360 
659, 416 
272, 937 

(b) 2,969, 828 

306, 627 
1,407, 190 


(a) Includes imports of apparatus for sterilizing bulbs; pressure testing apparatus for determining 
maturity of fruit, and parts under Tariff Item 409e (i). 
() Includbes imports under Tariff Item 848. 
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~~ 


+e FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PART I 


OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 


eee 
SS e—————=—coooaaaoEoaaaEoEooooaEeaEEeaoaEaoaaaaaaoaBnBDn>SEIeeEEES=SaaSESESEeEeESEeaSSaeeaeeae_—_—_ ee eee 


Rates in Effect 


Rates in Effect 


Imports from 


. Tariff Item on July 1, 1939 on January 1, 1948 all Countries 
= Number 
. B.P. M.F.N BP. M.F.N 1939 1946 
$ $ 

410n Free 10 p.c Free 10 p.c (a) 104,203 | (a) 481,874 

410u 123 p.c 17% p.c 123 p.c 173 p.c 75, 744 27,549 

410z 5 p.e 10 p.e 5 p.c 10 p.c 67,909 22,639 

4ila 10 p.c 15 p.c 10 p.c 123 p.c 599,998 3,872,875 

412a Free Free Free Free 1,068,715 2,659, 404 

412b Free 10 p.c Free 10 p.c 54,716 176, 292 

412c Free Free Free Free 480, 803 696, 051 

412d Free 10 p.e Free 10 p.c 1, 220, 904 2,675, 413 

413 Free 5 p.c. Free 5 p.c 4,166,554 13, 034, 803 

414 (i) Free 20 p.c Free 20 p.e 238, 035 590, 830 

(ii Free 20 p.c Free 15 p.c 1,057, 986 1, 255, 578 
44a 10 p.c 123 p.c 10 p.c 123 p.c 157,375 419, 339 
414¢ (i) Free 123 p.c Free 10 p.c 1, 104, 088 2,505, 284 

(ii) Free 20 p.c ree 173 p.c \ 170, 517 659, 623 

ree 20 p.c Free 15 p.c 
415 5 p.c 20 p.c 5 p.c 20 p.c 774, 984 1,801, 844 
415a (i) 20 p.c 25 p.c 20 p.c 223 p.c 969, 944 1, 282, 513 
(ii) 20 p.c 25 p.c 20 p.c 22% p.c 219, 069 457,965 
415b 15 p.c 25 p.c 15 p.¢ 22% p.c 841,907 1,121,968 
‘415c 20 p.c 25 p.c 20 p.c 223 p.c 109, 348 205, 250 

415d 5 p.c 15 p.c 5 p.c 15 p.c 1, 128,430 2,722,417 

422 Free 30 p.c Free 25 p.c 81, 127 318, 432 

422a Free 10 p.c Free 10 p.c 504, 958 2,829,391 

423 Free 30 p.c Free 223 p.c 1); 122 102,010 

424 Free 30 p.c Free - 25 p.c 16,493 109, 487 

424a 223 p.c 30 p.c 223 p.c 20 p.c 97,969 607, 097 

425 10 p.c 30 p.c 10 p.c 25 p.c 113, 698 368,785 
ex 425 10 p.c 15 p.c 10 p.c 15 p.c * * 

427 10 p.c 25 p.c 10 p.c 25 p.c (a)20, 488,158 | (a)78,797, 186 
ex 427 10 p.c 5 p.c 10 p.c 5 p.c 8,302 29,656 
ex 427 10 p.c 5 p.c 10 p.c 5 p.c 65,171 260,485 
ex 427 10 p.c 5 p.c 10 p.c 5 p.c 77, 695 297, 160 

427a Free 10 p.e Free 10 p.c . be 


* Not separately recorded. 


(a) Includes imports under Tariff Item 410m. 
(a) Includes imports under Tariff Item 427a. 
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STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 
NATION RATES IN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, ANDIMPORTS 
NDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTEDIN PARTI = 


FOR THE CALE 


STANDING COMMITTEE | 


OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 
a a NN er en a 


Rates in Effect 
on January 1, 1948 


“Tariff Item 
Number 


ex 427b 
497¢ 
427d 
427e 
427h 
428c 
428d 
428e 
428f 

429 (b) 

(ce) 

429 (d) 

(e) 

(f) 

(g) 


430 


430a 


430b (1) 
(It) 


431b 
431¢ 
431d 

‘4831e 
431f 
431g 
432 
432a 
432b 
432¢ 
432d 
\ 
433 


(a) Includes gas engines imported under Tariff Item 440g. 
(b) Includes diesel and semi-diesel engines and parts importe 
Tariff Item 428¢. 


Rates in Effect 
on July 1, 1939 


BP. 


Free 
Free 
Free 
Free 
Free 
15 p.c. 
Free 
Free 
Free 


15: p.c. 

Free 

Free 

15 p.e; 

Free 

Free 

Free 

25 cts. 100 
Ibs. and 73 
p.c. 

75 cts. 100 
lbs. and 5 p.c. 


ie 
15 p.e. 


10 p.e. 
Free 
Free 
15:p:c: 
Free 
Free 
10 p.c. 
15 p.c. 
17% p.c. 
10 p.c. 
15 p.c. 
5 p.c. 


M.F.N. 


173 p.c. 
15 p.c. 
27% p.c. 
10 p.c. 
15 p.c. 
25 p.c. 
10 p.c. 
20 p.c. 


20 p.c. 


30 p.c. 
30 p.c. 


30 p.c. 
30 p.c. 
30 p.c. 
30 p.c. 
25 p.c. 


50 cts. 100 
Ibs. and 17% 
p.c. 


75 cts. 100 
Ibs. and 242 


25 D.C: 


Bie 


Free 
Free 
Free 
Free 
Free 
15 p.c. 
Free 
Free 
Free 


15 p.c. 
Free 


Free 

TS pse: 

Free 

Free 

Free 

25 cts. 100 
Ibs. and 73 
p.c. 


75 cts. 100 
lbs. and 5 p.e. 


10 p.c. 
Free 
Free 
15 p.c. 
Free 
Free 
10 p.c. 
15 p.c. 
17% p.c. 
10 p.c. 
15 p.c. 
5 p.c. 


M.F.N. 


15 p.c, 
25 p.c. 
10 p.c. 


>15 pie. 


20 p.c. 
10 p.e. 
20 p.c. 
20 p.c. 


20'p.c. 
20 p.c. 


20 p.c. 
25 pc. 
20 p.c. 
27% p.c. 
20 p.c. 


50 cts. 100 
Ibs. and 17} 


p.c. 


75 cts. 100 
Ibs. and 20 


p.c. 


20 p.c. 
50 cts. 100 
Ibs. and, 1734 


Imports from 
all Countries - 


1939 
$ 
990, 673 
210, 454 


1946 
$ 
4,865,359 
796, 393 


ec mere eee ower erfosceeraeeeseetave 


107, 302 

335, 784 
(a)1, 158, 568 
8,990 

(b)1, 337, 272 
46,110 


159, 948 
142, 847 


182, 205 
37,613 


176,419 
\ 306, 336 


216, 790 


105, 903 


31, 067 
129,031 


1, 273, 190¢ 


393, 247 


79,186 
226, 924 
5,539 


82,135 


54, 881 
179, 884 
382, 905 
943, 336 

160, 129 


1,060, 087 

(a) 7,189, 054 
55,318 

(b) 8,867,634 
237,011 


573,821 
717,347 


316, 385 
176, 072 


486, 040 
372, 740 


1,015, 598 
292, 212 


11,814 
825,172 


4,095, 556 
1,418,898 


271, 656 
302, 055 
156, 834 
341, 643 
137, 447 
648, 324 
352,349 
1,459, 060 
494,274 


d under 440g, and the parts specified in 
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se i Rates in Effect Rates in Effect Imports from 
“5 Tariff Item on July 1, 1939 on January 1, 1948 all Countries 
- Number ——_ a ——- 
ae B.P M.F.N B.P M.F.N 1939 1946 
$ $ 
%. 434 15 p.c. 30 p.c. 15 p.c. 2p.c. | (a) 87,557 | (a) 282,202 
% ex 434 15 p.c. 30 p.c. 15 p.c. 20 p.c. * I 
s! 434a Free 30 p.c. Free 20 p.c. 49, 049 110,352 
4 434b (i) 73 p.c. 30 p.c. 73 p.c. 274 p.c. 192, 252 288, 244 
a ii + p.c. 27% p.c. 7% p.c. 27% p.c. 162, 330 636, 383 
, 435 (a) Free 123 p.c. Free Free 
? 229, 526 3, 167,393 
if (b) Free 12% p.c. Free 10 p.e. 
a 438 15 p.c. 27% p.c. 15 p.e. 223 p.c. 379, 198 923, 259 
53 438a Free 173 p.c. Free 17% p.c. 15,829,815 38, 451, 124 
438e (1) (a) | Free 25 p.c. Free 25 p.c. 
*, 222, 568 623, 889 
- (b) | 15 p.c. 25 p.c. 15 p.c. 25 p.c. 
= (2) Free 25 p.c. Free 25 p.c. 1,878, 671 5,343, 628 
(3) Free 30 p.e. Free 30 p.c. 
10, 085, 696 30, 877,494 
5 SE TROSE he PES orariteetete Wet 25 p.c 
. 438¢ Free 173 p.c. Free 174 p.c. 341, 873 946, 489 
438} Free 30 p.c. Free 25 p.c. hy 110, 210 
od 439 20 p.e. 27% p.c. 20 p.c. 25 p.c. 69, 673 572,920 
oat 439a 15 p.c. 27% p.e. 10 p.e. 223 p.c. 98,399 | (b) 198,321 
; 439b 15 p.c. 274 p.c. 10 p.e. 22% p.c. 204, 291 911, 674 
439c¢ Free 15 p.c. Free 15 p.c. 25, 562 202,996 
439f 15 p.c. 30 p.c. 15 p.c. 223 p.c. 70,677 246, 907 
ex 440g Free Free Free Free % ® 
440} Free 20 p.c. Free 20 p.c. 362, 833 921, 842 
Pa 4401 (i) Free 20 p.c. Free 15 p.c. 
(e) 550,320 | (c) 9,447,981 
. (il). Free 15 p.c, Free 15 p.c. 
a : 440m (i) Free Various Free 15 p.c. * . 
a 440n Free 173 p.c. Free 15 p.c. 2,192,767 1,485,395 
: 4400 (i) Free 17% p.c. Free Free 
298, 582 911, 460 
e a (ii) Free Various Free 5 p.c. 
~~ 
i 440p Free Various Free Free . * 
441 10 p.c. 27% p.c. 10 p.c. 22% p.c. 756, 192 1,127,792 
; 441e 5 p.c. 15 p.c. Free 10 p.c. 244, 134 604, 487 
“5 442 5 p.c. 5 p.c. Free Free 1,955, 695 1,710, 742 
* * Not separately recorded. 
ie (a) Includes imports under Tariff Item ex 434. 
os (b) Includes imports under Tariff Item 446b. 


* (c) Includes imports under Tariff Items 440m (i) and 440p. 
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Leanne —————————————————————————————————————___ EEE 


Tariff Item oa yaly 1, 1059 Slee es all Govataied 
Number —_ oo 
ee M.F.N. BP: M.F.N. 1939 1946 : 
ues : $ ‘ 
443 (1) 15 p.c. 25 p.c. 15 p.c. 224 p.c. 142, 600 64,949 
(2) 15 p.c. 25 p.c. 15 p.c. 22% p.c. 202, 953 399, 492 a 
(3) 15 p.c. 25:-p.0. GR ae 223 p.c. 435, 337 951, 596 i 
(4) 15 p.c. 25 p.c. 15 p.c. 22} p.c. 306, 157 2,134,548 
(5) 15 p.c. 25 p.c. I5p.c. | 2% pe. 1,183, 457 6, 565, 922 : 
444a 15 p.c. 27% p.c. 15 p.c. 223 p.c.. 135, 385 326,316 c 
444b 15 p.c. QT} p.c. 15 p.e. 22} p.c. 90, 298 132,983 
445 20 p.c. 27k p.c. 20 p.c. 22h p.c. 939,429 | 3, 272,895 
445a 20 p.c. 27% p.c. 20 p.c. 223 p.c. 350, 245 1,543, 174 
445b 20 p.c. 30 p.c. 20 p.c. 25 p.c. 349, 786 744, 487 
445c (i) Free 25 p.e. Free 20 p.e. 173, 250 621,803 
(ii) 10 p.c. 25 p.c. 10 p.c. 223 p.c. 1,113, 753 3,490,286 
445d Free 25 p.c. Free 20 p.c. 2,673,191 7,680,811 
445e 15 p.c. 25 p.c. 15 p.c. 223 p.c. (a) 361,401 | (a) 1,287,703 
445f 15 p.c. 25 p.c. 15 p.c. 223 p.c. 621, 156 2,981,585 
445¢ 15'p.¢. 25 p.c. bdo P.e: 223 p.c. 1,822,699 4,620, 080 
445h 15 p.c. 25 p.c. 15 p.c. 22% p.c. 269, 690 708, 992 
445i 15 p.c. 25 p.c. 123 p.c. 22% p.c. 106, 397 286, 349 
445} Free Free Free Free 205, 720 497,218 
445k 15 p.c. 25 p.c. 15 p.c. > - 22% p.c. 3, 662, 744 12,821,678 
4451 Free 25 p.c. Free 20 p.c. f . 
445m Free 20 p.c. Free 20 p.c. 3,419 9, 888 
445n Free 17% p.c. Free 15 p.c. 295, 840 947, 462 
4450 Free Free Free: « Free 278,376 2,477,258 
-445p Free Free Free Free 103, 644 644, 133 
446 Free 20 p.c. Free 20 p.c. 380, 488 547,016 
446a 10 p.c. 25 p.c. 10 p.c. 25 p.c. 9, 676, 031 30, 286, 807 
ex 446a Free 7i p.c. Free 5 p.c. 111, 682 1,619,806 
ex 446a Free 10 p.c. Free 10 p.c. . sf | 
ex 446a 10 p.c. 15 p.c. 10 p.c. 15 p.c. 48,020 644, 239 
ex 446a Free 12 p.e. Free 123 p.c. +1 23 Seq 21, 282 
446b Free 274 p.c. Free 27% p.c. 31,803 * 
446c Free 15 p.c. Free 15 p.c. 77,977 75,778 


* Not separately recorded. 
(a) Includes certain batteries and parts imported under Tariff Item 4451. 


c 
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Tariff Item 


Number 


446d 
446f 
ex 446g 
4461 
447 
447a 
ex 450 
451 
45la (i) 
(ii) 
451b (i) 
(il) 


45le 
454 
461 
46la 
462 (i) 


(ii) (a) 
(b) 


462b 
465 
469 
47la 
475b 
476 
488 


503 


* Not separately recorded. 


B. 


Rates in Effect 
on July 1, 1939 


P, 


M.F.N. 


20 p.c. 
25 p.c. 
20 p.c. 
25 p.c. 
25 p.c. 
Free 
25 p.c. 
27% p.c. 
30 p.c. and 
ane nl 1000 
274 p.c. and 
10 cts. lb. 
274 p.c. and 
10 cts. lb. 
37% p.c. 
123 p.c. 
27 p.c. 
27 p.c. 
17} p.c. 
20 p.c. 
20 p.c. 
9 p.c. 
25 p.c. 
20 p.c. 
20 p.e. 
4 ct. sq. in. 
Free 
10 p.c. 
153 p.c. 
4 cts. lb. 
10 p.c. 
Free 
Free 


Free 


B.P. 


Free 
Free 
5 p.c. 
Free 
Free 


Free 


Rates in Effect 
on January 1, 1948 


15 p.c. 


15 p.c. 
10 p.c. 


10 p.c. 


Free 


15 p.c. 


25 p.c. 


Free 


M.F.N. 


20 p.c. 

22% p.c. 

20 p.c. 

10 p.c. 

223 p.c. 

Free 

15 p.e. 

25 p.c. 

25 p.c. and 
$1.50 per 1000 
25 p.c. 

5 p.c. 


25 p.c. 
10 cts. lb. 


30 p.c. 


and 


20 p.c. 
Free 
15 p.c. 
173 p.c. 
20 p.c. 
9 p.e. 
20 p.c. 
20 p.c. 
20 p.c. 
3 ct. sq. in. 
Free 
10 p.c. 
15 p.c. 

4 cts. lb. 
Free 
Free 
Free 


Free 


Imports from 
all Countries 


1939 
$ 
197, 132 
14,932 


Bp eer eer ee See pb. ore 


66, 193 
367, 115 
* 
273, 859 
24,465 
298, 496 


ee 


101, 349 


235, 287 
158, 453 
296, 145 


wire! alia, 5) et Bye) .e. 614, 07a Pe 


701,916 


\ 442,312 


13, 205 
116,838 
38, 101 
23, 944 
20, 406 

1, 948, 117 
31,361 
302,794 
99,210 
2,106 
1,038, 939 
507, 006 
(d)3,360, 971 


(a) Prior to February 15, 1946, these stampings were dutiable under Tariff Item 446a. 
(b) Includes imports under Item 752. 
(c) Includes imports of felloes of hickory or oak, Item 502. 
(d) Includes imports under Items 504 and 505. 


1946 
$ 


560, 583 
107, 006 
Ps 
(a) 61,620 
266,577 
546, 641 
* 
608, 061 
20,763 
491,099 
21,855 
179, 266 


28, 261 

543, 873 

755, 666 
59,729 
2,417,657 
1,215,855 

16, 609 
180,772 
92,634 

413 

16, 246 

6,055, 205 
50,018 

236, 927 

118, 288 

(b) 25,872 
(c) 1,014, 128 
1,491, 242 

(d) 5,116,953 
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. 2 ; F. ; 
Imports from 


Rates in Effect Rates in Effect 


Tariff Item on July 1, 1939 on January 1, 1948 all Countries 
Number —_—-—— 
BoP M.F.N Bee. M.F.N 1939 1946 
oes § $ 
504 Free Free Free Free ‘ = 
505 10 p.c 10 p.c 10 p.c 10 p.c . * 
505a 173 p.c 174 p.c 17% p.c 12% p.c 84, 223 57, 840 
506 17} p.c. 20 p.c 173 p.c. 20 p.c 1,379,570 3, 201, 189 
ex 506 17% p.c Free 173 p.c Free - y 
506b Free 223 p.c Free 223 p.c 4, 532 38, 364 
507 Free 10 p.c Free 10 p.c 35, 235 195,391 
507A 10 p.c 20 p.c 10 p.c 15 p.c 282, 294 658, 275 
507c 173 p.c. 223 p.c 173 p.c 20 p.c 72,972 45,012 
507e 5 p.c 20 p.c 5 p.c. 20 p.c 3,115 11 # 
509 173 p.c 173 p.c 173 p.c 173 p.c 994,173 555,748 
ex 511 (20 p.c {20 p- {20 p< 223 p.c * a ; 
ex 362c \174 p.c 30 p.c 173 p.c i 
5lla Free 30 p.c Free 30 p.c. 7,516 7,794 : 
511b Free 25 p.c Free 20 p.c. 64, 658 192,336 
512 173 p.c. 27% p.c 173 p.c 20 p.e. 140, 383 268, 609 4 
518 (i) 174 p.c 274 p.c 173 p.c 224 p.c 178, 635 285, 576 : 
(ii) 17% p.c 30 p.c 173 p.c 30 p.c. 12, 900 13, 146 : 
519 (i) 15 p.c 324 p.c 15 p.c 27} p.c 727,474 1,935,083 
(ii) 15 p.c 274 p.c 15 p.c 25 p.c. 735,817 1,477,014 : 
ex 520 Free Free Free Free 16, 815, 259 Ad, 396, 581 ‘ 
522 123 p.c 15p.c.and | 122 p.c 15 p.c. and 40, 136 252, 672 q 
3 cts. lb 3 cts. lb. Bi 
522b *.D<C. 15 p.c 73 p.c 15 p.c. 78,555 61,024 ‘ 
522¢ (i) 15 p.c 20 p.c. and 15 p.c 173 p.c. and 420, 605 2,932,036 @& 
3 cts. Ib. 3 cts. Ib. : 
(ii) 73 p.c 15 p.c. 73 p.c 10 p.c. 23, 993 62,926 q 
(iii) 15 p.c 22% p.c 15 p.c 20 p.c. 13, 003 52,155 
522d Free 22% p.c Free 20 p.c. 482, 641 580, 737 
§22e 74 p.c 123 p.c 5 p.e 10 p.c. 264, 986 1,097,480 : 
522 Free 15 p.c. Free 15 p.c. 969, 094 1,715,316 j 
523 15 p.c An p.c. and | 15p.c 15 p.c. and 2,414, 514 10, 636, 511 j 
cts. lb. 3 cts lb. 
ex 523 15 p.c 273 p.c. 15 p.c 223 p.c. 10,495 * ‘ $ 
523a 20 p.c 20 p.c. and 173 p.c 173 p.c. and 866, 407 7,117,024 q 
3 cts. lb. 3 cts. lb. : 


* Not separately recorded. 
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. STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 
NATION RATESIN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PART I 
OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 


tn ae 


8 Rates in Effect Rates in Effect Imports from 


5 Tariff Item on July 1, 1939 on January 1, 1948 all Countries 
= Number ee ce ene tic tims a 
r BLP M.F.N BP. M.F.N 1939 1946 
$ $ 
me ~623b (i) 20 p.c 20 p.c. and | 17} p.e 173 p.c. and 773,329 30, 037, 706 
Z 3 cts. lb. 3 cts. lb. 
(ii) 20 p.c 25 p.c. and | 173 p.c 224 p.c. and 1, 105, 984 1,348, 524 
3 cts. lb. 3 cts. Ib. 
(ili) 20 p.c 273 p.c. and | 173 p.c 25 p.c. and 1,097,921 21,749 
3 ets. lb. 33 cts. Ib. 
(iv) 20 p.c 20 p.c. and | 173 p.c 173 p.e. and 24,657 786, 632 
3 ets. lb. 3 cts. lb 
523¢ Free 274 p.c. Free 273 p.c. 541,004 190 
523e 15 p.c 273 p.c. and | 15 p.c 25 p.c. and 303, 859 1,992,279 
33 cts. lb. 33 cts. lb. 
§23f Free 123 p.ec. Free 123 p.c. 92,585 198, 560 
§23) 123 p.c 274 p.c. and | 10 p.c 25 p.c. and 69, 260 3,380 
3 ote: lb. 33 cts. lb. 
523k 123 p.c 274 p.c. and | 10 p.c 25 p.c. and 66, 832 202, 588 
33 cts. lb. 33 cts. lb. 
5231 12} p.c 20 p.c. and | 12} p.c 20 p.c. and 66, 292 
3 cts. lb. 3 cts. Ib. 
—-52da 5 p.c 273 p.c. and | 5 p.c 25 p.c. and 556, 972 606,731 
34 cts. lb. 3 cts. lb. . 
525 Free 30 p.e. Free 27% p.c. 55,433 137, 643 
528 Free 25 p.c. Free 123 p.c. 18, 504 531 
529 20 p:ec 27% p.c. and | 15 p.c 20 p.c. and 299, 389 1, 267, 649 
34 cts. . lb.; 3 ets. lb. 
221 D.C. and 
. 2: 8 cts. Ib. 
529a + p.c 102 p.e. 4 p.c 10 p.e. 152,931 701, 698 
530 7% p.c 17} p.c. 7% p.c 15 p.c. 106, 988 255, 015 
532. (i) 25 p.c 30 p.c. 25 p.c 25 p.c. 2,964, 567 5, 242, 322 
(ii) 25 p.c 30 p.c 22% p.c 273 p.c. 281, 959 146, 282 
. (ili) 25 p.c 30 p.c 223 p.c 27% p.c. 800, 430 1,114, 827 
; (iv) | 25 pec 27} p.c 20 p.c 223 p.c. 18,999 | (a) 302,682 
«82a 15 p.c 30 p.c 123 p.c 274 p.c. 677,361 745,823 
; 532b 15 p.c 30 p.e 15 p.c 27% p.c. 38, 873 46, 284 © 
5 535 Free Free Free Free 2,743, 160 10, 207,751 
«85a Free 17} p.c Free 10 p.c 13, 807 130, 745 
¥ 
t 537 123 p.c 173 p.c 123 p.c 173 p.c 21,052 154, 238 


PT aD 


* Not separately recorded. 


(a) Includes seamless cotton bags. 
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STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 
NATION RATES IN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PART I 
OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 


Rates in Effect Rates in Effect Imports from 
Tariff Item on July 1, 1939 on January 1, 1948 all Countries 
Number 
B.P M.F.N Bir M.F.N 1939 1946 . 
$ $ i} 
ex 537 2 p.c on p.c a p.c Free * * 2 
ex 537a 173 p.c 224 p.c 173 p.c a 
537a 17% p.c 223 p.c 15 p.c 20 p.c 110, 485 210, 281 % 
537b Free 22% p.c Free 17% p.c 266, 493 516, 072 Ay 
Bg 
537d Free 17% p.c Free 173 p.c 149, 874 137,071 ; 
537e 25 p.c. 30 p.c 20 p.c 25 p.c 22,039 64,107 
538 Free Free Free Free 1,491, 964 170 
539 174 p.c. 223 p.c 17} p.c 223 p.c. 146, 907 117,619 
540 (a) Free 30 p.c. znd Free 223 p.c. and 665,496 | (a) 1,484,082 3 
33 cts. lb. 3 cts. lb. 
(b) Free 30 p.c.and | Free 20 p.c. and 1,285, 984 3,329,192 
33 cts. lb. 3 cts. lb. a 
(c) 223 p.c. and | 30 p.c. and 15 p.c. and 20-p.c. and 222,537 364, 572 £ 
3 cts. lb. 34 cts. Ib. 3 cts. Ib. 34 cts. lb. - 
(d) 25 p.c. and 30 p.c. and 15 p.c.and | 20p.c. and 152, 240 444,394 
, 3 cts. lb. 3 cts. lb. 3 cts. Ib. 3 cts. lb. 
5Ala Free 223 p.c Free 223 p.c. 33, 766 51,088 ; 
541d 15 p.c. 30 p.c. and 15 p.c. 25 p.c. and 17347 19,074 : 
3% cts. lb. 33 cts. lb. 4 
542 20 p.c. 242 p.c. 17} p.c 20 p.c. 67, 132 29,731 
542a, 22} p.c 272 p.c. 221 p.c 272 p.c 142, 559 759,517 
542b 15 p.c. 323 p.c. 15 p.c. 30-p.c. 22,616 91,170 
545 123 p.c. 14 p.c. 123 p.c 123 p.c * * & 
546 123 p.e. 25 p.c. 12} p.c 22 p.c 22, 675 25,312 
223 p.c. M 
547 15 p.c. 17} p.c. 15 p.c. 174 p.c. 127, 429 1,507,144 
548 25 p.c. 30 p.c. 25 p.c. 25 p.c. 1, 149, 367 1,399,414 ‘ 
548a Free 30 p.c. and Free 25 p.c. and 1,406 266 if 
33 cts. lb. 33 cts. lb. A 
549 (i) | Free 10 ets. lb. Free 10 cts. lb. 10, 316, 531 29,519, 577 at 
(ii) Free 10 cts. lb. Free Free * * 
(iii) Free 8 cts. lb. Free Free 413 80,839 | 
549b 123 p.c 17% p.c. 123 p.c 15 p.c. 10, 132 71,331 3 
143 p.c. i 
549¢ 174 p.c. 275 p.c. 17} p.c. 27} p.c. 24,930 26,472 
ex 549d 222 p.c. 30 p.c. 22} p.c. 15 p.c. * « £ 
550¢c Free Free Free Free 270,053 224,122 


* Not separately recorded. ° 
(a) Includes imports under Item 540(c). 
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Rates in Effect Rates in Effect Imports from 
Tariff Item on July 1, 1939 on January 1,.1948 all Countries 
Number 
‘ - B:P. M.F.N. BP, M.F.N. 1939 1946 
+, $ $ 
* 551 15 p.c. and 20 p.c. and 15 p.e. and 173 p.c. and 549, 690 629,518 
= 6 cts. lb. 20 cts. Ib. 5 cts. lb. 20 cts. Ib. 
55la 10 p.c. and 173 p.c.and | 15p.c.and | 15 p.c. and 1, 645, 806 5, 176, 259 
5 cts. lb. 15 cts. lb. 5 cts. lb. 15 cts. Ib. 
_ 651c Free 173 p.c. and | Free 173 p.c. and 68, 563 87,070 
Z 15 cts. lb. 15 cts. lb. 
eee 551d Free 17} p.c. and | Free 15 p.c. and 65,051 55,010 
| 15 cts. Ib. 15 cts. lb. 
| 
52 15 p.c. and | 225 p.c.and | 15p.c.and | 20p.c. and 26, 154 92,062 
Ewa 5 cts. lb. 173 cts. Ib. | 5 cts. lb. 173 cts. lb. 
 ex552 Free 10 p.c. Free 10 p.e. if .. 
 ex553 20 p.c. and 20 p.c. and 20 p.c. and 173 p.c. and 167, 827 619, 753 
| 5 cts. lb. 5 cts. lb. | 5 cts. lb. 5 ets. Ib. 
 ex553 20 p.c. and 30 p.ec. and 20 p.c. and 25 p.c. and 369, 432 690, 737 
Es 5 cts. Ib. 25 cts. 1b. | 5 cts. lb. 20 cts. Ib. 
58a Free 5 p.e. | Free 5 p.c. 105,003 170, 658 
I 
B54 17} p.c. and | 25p.c.and | 15p.c.and | 20 p.c. and 596, 056 757,329 
if 73 cts. lb. 173 cts. Ib. 73 cts. lb. 17} cts. Ib. 
. 
| 554a Free 20 p.e. Free 20 p.e. 65, 920 38, 655 
 5b4b 1223 p.c. and | 35p.c.and [20 p.c. and | 973 p.c. and 8,838,347 | 16,540,776 
ieee 12 cts. lb. 30 cts. Ib. 12 cts. lb. 30 cts. lb. 
4 . 
3 ex554b 227 p.c. and | 35 p.c. and 223 p.c. and |{271 p.c. and + e 
Ek 12 cts. lb. 30 cts. lb. 12 cts. Ib. 30 cts. Ib. 
85 4e Free 25 p.c.and | Free 20 p.c. and 766, 675 1,659, 711 
e 173 cts. lb. 15 cts. lb. 
| ; 
_ exdd4e oe p.c. 35 p.c. and Free 15 p.c. and 15, 566 46, 229 
— ex549d 225 p.c. 30 cts. lb.; 30 cts. lb. 
baie 30 p.c. 
. 5d4f Free 35 p.c. and Free 20 p.c. and 50, 227 88, 054 
| 30 cts. Ib. 25 cts. Ib. 
-& 
ee) (30 p.e. 40 p.c. and 25 p.e. 273 p.c. 929, 534 2,372,063 
& {30 p.c. 323 cts. lb.; 
| 323 p.c. 
-556a Free 35p.c.and | Free 27} p.c. and 8, 647 27, 211 
. , 30 cts. lb. 20 cts. lb. 
; 556b Free 35 p.c. Free 27% p.c. ~ = 
: 558b (a) 5 p.c. 30 p.c. but | 5 p.c. 25 p.c. but 396, 824 1,735,375 
" not less than not less than 
& 28 cts. lb. | 24 cts. Ib. 
3 
jie . (b) 20 p.e. 30 p.c. but | 20 p.c. 15 p.c. but 734,446 2, 608, 196 
i not less than not less than 
4 28 cts. lb. 24 cts. Ib. 
—_——. 
: * Not separately recorded. 


= parrovided, that the sum of the specific and ad valorem duties shall not be in excess of 50 cents pet 


_ 4(Provided, that the sum of the specific and ad valorem duties shall not be in excess of $1.00 per pound) . 
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STATEMENT SHOWING TH 
NATION RATES IN EFFEC 
FOR THE CALENDAR YEARS 
OF SCHEDULE V TO THE GE 


Tariff Item 
Number 


558e (i) 
(ii) 


558d (a) 
(b) 


" 558e 
558f 


560 
5608 


560b 
560c 
561 


562 
562a 
564 
565 


566 
567 


567a 
567b 
568 


568a. (i) 
(il) 


568b 
ex 568b 


17% p.c. 
223 p.c. 


175 p.c. 
| 174 p.c. 


27% p.c. 


223 p.c. 
223 p.c. 
173 p.c. 
22% p.c. 


17% p.c. 
27% p.c. 


25°p.C: 
12% p.c. 
20 p.c. 


20 p.c. and 
30 cts. doz. 
pr. 


20 p.c. 


20 p.c. 
20 p.c. 


| 


* Not separately recorded. 


STANDING COMMITTEE 


Rates in Effect 
on July 1, 1939 


M.F.N. 


22% p.c. 
22% p.c. 


30 p.c. but 
not less than 


28 cts. lb. 


30 p.c. but 
not less than 


28 cts. lb. 
7% p.c. 


30 p.c. but 
not less than 


28 cts. lb. 
30 p.c. 


36 p.c. and 


10 cts. per 


lineal yard 


291 p.c. 


323 p.c. 


36 p.c. and 


40 cts. lb. 
27% p.c. 
27% p.c. 
18 p.c. 


323 p.c. 
273 p.c. 


323 p.c. 


30 p.c. and 
7 cts. 02.; 


30 p.c. 


313 p.c. and 


ne p.c. 


43 cts. 02Z.; 


152 p.c. 


35 p.c. and 


25 cts. lb.; 
35 p.c¢. 


324 p.c. and 
$1.35 doz. pr. 


20 p.c. and 
$1.00 doz. pr. 


25-D.C: 
25 p.c. 


E BRITISH PREFERENT 
TON JULY 1, 1939, AND ON J 

1939 AND 1946 OF THE PR 
NERAL AGREEMENT ON TA 


Rates in Effect 
on January 1, 1948 


B.P. 


20 p.c. 


20 p.c. and 
30 cts doz. 
DE ss 


20 p.c. 


20 p.c. 
20 p.c. 


M.F.N. 


223 p.c. 
Fae Dils 


25 p.c. but 
not less than 


24 cts. lb. 


25 p.c. but 
not less than 


24 cts. lb. 


3 p.c. 


25 p.c. but 
not less than 


24 cts. lb. 
25 p.c. 


30 p.c. and 
73 cts. per” 
lineal yard 


255p.C.. 
20° p.Cs 


274 p.c. and 


40 cts. Ib. 
25 p.c: 

25 p.c. 

15 p.c. 
225 p.c. 


30 p.c. 
30 p.c. 


10: psc. 
35 p.c. 


o7h p.c. and 
$1.20 doz. pr. 


20 p.c. and 
75 cts. doz. 


pr. 
25 p.c. 
223 p.c. 


IAL AND MOST-FAVOURED- 
ANUARY 1, 1948, AND IMPORTS 
ODUCTS LISTED IN PART I 
RIFFS AND TRADE—Con. 


Imports from 
all Countries 


———— 


1939 
$ 


45,349 
2,022 


15,379 
406, 467 


77,708 
93,813 


9, 607 
204, 856 


15,798 
278, 886 
1,709, 343 


84,189 
188, 047 
880, 889 
762, 187 


8, 103 
543, 723 


1, 106, 337 


31, 469 
1, 237, 246 


475,473 
27,748 


1,528, 104 


* 


1946 


ee 


$ 


15,443 " 


46,144 


896,449 


30, 218 


14,729 


338,895 


431 


228,163 - 


6,969, 198 


8,318 
1,002,934 


2,538,356 | 


1,743, 498 


47,152. 


244,358 
2, 622, 939 


7,613 
5,673, 702. 
572, 792 
194, 026 

j 

| 

1,425, 560 
— 
d 
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4 STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 
’ NATION RATESIN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PART I 
OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 


Rates in Effect Rates in Effect Imports from 


Tariff Item on July 1, 1939 on January 1, 1948 all Countries 
Number 
Be, M.F-.N. B.P. M.F.N. 1939 1946 
jx ipa ae hea OS ae $ $ 
568e Free 22% p.c Free 10 p.e. 10,068 Ree. Si fi) 
569 22} p.c. 30 p.e. 173 p.e. 225 D.C. 267, 692 334, 602 
a 223 p.c. and | 30 p.c. and 223 p.c. and | 273 p.c. and 152, 279 166,717 
(v) 75 cts. doz. | $1.50 doz. 75 cts. doz. $1.00 doz. 
569a 223 p.c. 27 p.c. and 22% p.c. 223 p.c. and 918 674 
(i) 583 cts. doz. 50 cts. doz. 
569a 223 p.e. (oy p.c.; 22} p.c 27% p.c 93, 382 55,575 
(ii) | 27 p.e. 
569e Free Free _ Free Free 35, 938 79,115 
ex 571 15 p.c. 223 p.c. 15 p.c. 20 p.c. 197,729 241,952 
571la (i) 3 cts. sq. ft. | 4 cts. sq. ft. | 2} cts. sq.ft. |.3 cts. sq. ft. 5, (20 240, 428 
(ii) 72 cts. sq. yd.| 9cts.sq. yd. | 63 cts. sq. yd.| 74 cts. sq. yd. 20,777 96, 200 
572 30 p.c. 30 p.c. and 25 p.c. 25 p.c. and 842,379 4,756, 355 
3 cts. sq. ft. 5 cts. sq. ft.” - 
573 15 p.c. 30 p.c. 15 p.c. 27% p.c. 972, 805 2,239,476 
574a 20 p.c. 291 p.c. 20 p.c. 25 p.c. 166,551 196, 168 
578 225 D.c: 30 p.c. 22% p.c. 27% p.c. 153, 130 162,716 
584 -| Free Free Free Free 723, 392 1, 624, 635 
585 Tree Free Free Free 359, 056 365, 307 
586. - Free 50 cts. ton Free Free 21,898,613 41,765,949 
587 Free $1.00 ton Free $1.00 ton 1,894, 401 5,795,995 
588 35 cts. ton 75 cts. ton 35 cts. ton 50 cts. ton 18,918, 295 77, 273,388 
oa Wal eat | re ame eg: 5 din OCB» DEN obi Sauk he eles 3 cts, per 75,380 239,081 
thousand thousand 
cu. ft. cu. ft. 
589 Free $4.00 ton | Free $4.00 ton 14,750 24,340 
597 (i) 20 p.e. bbs p.c. 20 p.e 223 p.c 72,691 163, 980 
’ 25 p.c. 
(ii) 20 p.c. (2st p.c. 20 p.c. 15 p.c. 2, 884 5, 691 
25 p.c. 
597a (i) =| 15 p.e. 243 p.c, 15 p.c 174 p.c 246, 049 687,029 
(ii) 18, psc. | 242 p.c. spe 20 p.c 569, 707 2,080, 165 
(iii) Tees 243 p.c. 15 p.c 20 p.c * 
ex 597a 15 p.c. Free 15 p.c Free "i se 
597b Free 243 p.c. Free Rie TS ee ontete Us 2,444 
597¢ 10 p.e. 20 p.c. 10 p.e. TSDC le alee ee 62,177 
598 (i) Free 224 p.c. Free 20 p.c 16,897 | (a) 179,194 


* Not separately recorded. ; 
(a) Includes brass band instruments not made in Canada. 
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STATEMENT SHOWING THE BRITISH PR 
NATION RATESIN EFFECT ON JULY 1, 1939, A 
FOR THE CALENDAR YEARS 1939 AND 1946 OF T 
OF SCHEDULE V TO THE GENERAL AGREEMENT O 


0000 O—ekjK—€—N[—_0 00 oem 


Tariff Item 


Number 


(ii) 
(ii) 


598a (3) 
(ii 


599 
- 601 
602 
603 
ex603 
604 (i) 
(ii) 
604a 
~— 604b 
605 i 
605a 
606 


607 


607 
Pt, 2 


607a 

608 

609 

610 

6lla (i) 

(ii) 

611b 

612 

612a 

613 

616 ex (ii) 
ex (iii) 


616a 


* Not separately recorded. 


Rates in Effect 
on July 1, 1939 on January 1, 1948 
B.P M.F.N BP. | MF.N 

Free 223 p.c Free 15 p.c 
Free 225 p.c Free 20 p.c 
Free 25 p.c. Free 17% p.c 
Free 25 p.c. Free 25 p.c 
Free Free Free Free 
Free Free Free Free 
Free Free Free Free 
10 p.c 133 p.c. 10 p.c 123 p.c 
10 p.c 133 p.c. 10 p.c Free 

4 p.c 20 p.c. 7} p.c 17% p.c 

+ p.c 25 p.c. 74 p.c 223 p.c 
Free 242 p.c. Free 10 p.c 
123 p.c 25 p.c. 123 p.c 22% p.c 
Free 15 p.c. Free 15 p.c 
Free 15 p.c. Free 73 p.c 
Free 25 p.c. Free 20 p.c. 
20 p.c. and 25 p.c. and 20 p.c. and 25 p.c. and 
4cts.sq.ft. | 4cts.sq.{ft. | 2cts.sq.ft. | 2cts.sq. ft. 
Free _ Tk p.c. Free 7} p.c. 
Free 15 p.c. Free 15-D-c; 
Free 15 p.c. Free 15 p.c. 
5 p.c 152 p.c. 5 p.c. 15 p.c. 
10 p.c. 25 p.c. 10 p.c. 223 p.c. 
7% p.c. 25 p.c. 73 p.c. 20 p.c. 
222 p.c 30 p.c. 20 p.c. 27% p.c 
223 p.c 35 p.c. 20 p.c. 27% p.c 
20 p.c. 30 p.c. 17% p.c. 273 p.c 
173 p.c. 223 p.c. 15 p.c. 20 p.c. 
10 p.c. 27% p.c. 10 p.c. 27% p.c 
20 p.c. 25 p.c. 17% p.c. 22% p.c 
Free Free Free Free 
Free Free Free Free 
Free 10 p.c. Free 10 p.c. 

(a) Includes imports under Item 606. 
608a and 608b. 


(b) Includes imports under Items 


STANDING COMMITTEE 


Rates in Effect 


(c) Includes English type saddles, Item 612a. 


i 


EFERENTIAL AND MOST-FAVOURED-— 
ND ON JANUARY 1, 1948, AND IMPORTS 
HE PRODUCTS LISTED IN PARTI 
N TARIFFS AND TRADE—Con, — 


Imports from 
all Countries 


78,791 


6,173,395 
5, 053,451 
23,484 
924, 216 


* 


1,791,804 
* 
17,230 

100, 808 
332,320 


217, 146 


1,350 


476,756 
43,055 


64,767 
(b) 173,160 
64,236 

268, 653 
1,749,323 
47, 682 

5, 364 
152,799 

4, 685 

376, 874 
836,075 

447, 537 
4,122 


——— ee 


5,589,946 
15,768, 008 


1,717 4 
36,570 
25,351 9 


209,910 


* 


750,377 


* 


165,150 
598, 666 a 
72,278 
873,492 
3,755,583 
6,131 
15,458 
206,415 

; 
660,324 
3,214,445 
367,331 
41,159. 


_~ 
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STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 
NATION RATES IN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PART I 
OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. . 


Tariff Item 
Number 


616b 
617 
618 
618b 
619 
619a 
622 
623 
624 


624a (i) 


(ii) 
624a (iii) (a) 
(b) 
624b 
625 
628 


651la 
652 
653 
654 (i) 


(ii) 
655 (i) 


ed 
ooo oeeeeooooeeeeeeeeeeSs==aeaeG60_5_5—_—_—_eeeeeeeeeaeee Sw ss5008" 


Imports from 
all Countries 


a | | | | 


Rates in Effect 
on July 1, 1939 
BP M.F.N 
Free 10 p.c 
Free 22% p.c 
15 p.c 223 p.c 
225 p.c 25 p.c 
20 p.c 225 p.c 
25 p.c 30 p.c 
15 p.c 30 p.c 
15 p.c 30 p.c 
20 p.c ‘oat p.c 
232 p.c 
10 p.c 30 p.c 
10 p.c 30 p.c 
10 p.c 30 p.c 
Free 30 p.c 
Free 30 p.c 
Free 243 p.c 
15 p.c 30 p.c 
15 p.c 27 p.c 
22% p.c 27 p.c 
20 p.c. 233 p.c 
Free Free 
25 p.c 35 p.c 
Free Free 
Free 20} p.c 
Free Free 
20 p.c. and 30 p.c. and 
5 cts. gross 5 ets. gross 
20 p.c. and 30 p.c. and 
5 cts. gross 10 cts. gross 
10 p.c. 25 p.c. and 
$1.50 gross 

15 p.c. 27 p.c. 
Free Free 
Free Free 
123 p.c. 25 p.c. 


* Not separately recorded. 


(a) Covers diamonds, unset, both rough and polished. 


Rates in Effect 
on January 1, 1948 
BP M.F.N 
Free 10 p.c 
Free 223 p.c 
15 p.c 20 p.c 
223 p.c 25 p.c 
20 p.e 22% p.c 
223 p.c 27% p.c 
123 p.c 223 p.c 
123 p.c 223 p.c 
20 p.c. 17} p.c 
10 p.c. 25 p.c 
10 p.c. 30 p.c 
10 p.c. 30 'p.c 
Free 25 p.c 
Free 20 p.c 
Free 173 p.c 
15 p.c. 25 p.c 
15 p.c. 22% p.c 
223 p.c. 25 p.c 
20 p.c. 223 p.c 
Free Free 
223 p.c. 323 p.c 
Free Free 
Free 20 p.c. 
Free Free 
20 p.c. and 25 p.c. and 
5 cts. gross 5 cts. gross 
20 p.c. and 25 p.c. and 
5 cts. gross 10 cts. gross 
10 p.c. 20 p.c. and 
$1.44 gross 

15 p.c. 25 p.c. 
Free Free 
Free Free 
12} p.c. 29} p.c. 


54, 906 
1,858, 538 
583, 459 
267, 690 
100, 419 
160, 518 
1,491,370 
188, 222 


61, 557 
1, 087, 823 
218, 293 


40,911 


48,079 
215, 664 
127,929 

46, 944 

266, 162 

916, 182 

1, 048, 284 
(a)1, 405,792 
771 

106, 200 

224, 764 


352 
129, 953 


334, 440 
477,949 
261,420 
144, 847 


8,817 

90, 120 
4,032, 433 
3,777, 560 
983, 674 
776, 043 
600, 107 
2,553, 815 
976, 412 


211, 689 
2,172,901 
371,479 


156, 669 


500,353 
1,415,243 
174, 618 
147,978 
454, 601 
4,882,359 
3,442,491 
(a )6, 103,856 
76 
141,670 
758, 718 


110 
151,876 


713, 230 
1, 268, 417 
1,038, 034 

557,365 
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STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 


NATION RATESIN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS © 


FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PARTI 
OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con. 


SSE SS EE SSS SS Seca ee 


Rates in Effect 


Rates in Effect Imports from 


Tariff Item on July 1, 1939 on January 1, 1948 all Countries 
Number SRR En a a 
BP. M.F.N. B.P. M.F.N. 1939 1946 
(ii) 123 p.c. 25 p.e. Free 12} p.c. : ; 
655a 10 p.c. 35 p.c. 10 p.c. 30 p.e. (a) 276,724] (a) 493,916 
655b 10 p.c. 20 p.c. 10 p.e. 20 p.c. “4 *£ 
656 (a) 173 p.c. 293 p.c. 173 p.c. 223 p.c. 
(b) 173 p.c. 293 p.c. 173 p.c. 25 p.c. 
454, 539 1,678, 671 
(c) V7 p.c. 291 p.c 17ip .c. 25 p.c. 
(d) 17% p.c. 324 p.e 173 p.e. 25 Be. 
657a 13 cts. | 23 cts 13 cts. 15 cts. 351, 580 643,745 
linear ft. linear ft.; linear ft. linear ft. 
) 14 cts. 
(linear ft. 
657b Free 5 p.c. Free 5 p.c. 77, 657 142; 366 
658 Free | 3 cts. Free Free 
linear ft.; 
fa 13 cts. - 
linear ft. 3 
659 15 p.c. 27% p.c. 15 p.c. 25 p.c. 23,475 53, 250 
662 Free Free Free Free 622, 725 2,397,623 
663 Free . 5 p.c. Free 5 p.c. 1, 216, 884 1,555, 235 
663b Free Free Free Free 1, 382, 723 305, 397 
663¢ Free Free Free Free 571,508 114,777 
663e Free 222 p.e. Free 15 p.e. 406 - 
663 Free 223 p.c. Free 15 p.c. 2,647 5, 269 
669 Free Free Free Free 55,967 114,029 
670 10 p.e. 223 p.c. 10 p.c. 20 p.c. 166, 864 575, 059 
674 Free Free Free Free 23, 069 x 
680 Free Free Free Free 12, 282 16,299 
680a Free 173 p.e. Free 15 p.e. 72,000 214, 546 
683 Free 25 p.c. Free 25 p.c. 38, 607 42,904 
684 Free 10 p.c. Free 10 p.c. 49,697 110, 462 
685 Free | Free Free Free 69,755 87, 858 
688 Free Free Free Free 439, 102 1,038,793 ; 
689 Free | 25 p.e. Free | 25 p.c. 104, 858 172,488 
710 (b) 10 p.c. 18 p.e. Free 74 p.e. 1, 225, 258 1,472,996 
(bb) | Sp.e. | 15 p.c. | Free 7k p.c. 39,918 125, 691 
711 1 15 p.c. 20 p.e. | 15 p.c. 20 p.c. 3,642, 243 13, 920, 727 


* Not separately recorded. 


(a) Includes imports under Item 655b. 
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STATEMENT SHOWING THE BRITISH PREFERENTIAL AND MOST-FAVOURED- 
NATION RATESIN EFFECT ON JULY 1, 1939, AND ON JANUARY 1, 1948, AND IMPORTS 
FOR THE CALENDAR YEARS 1939 AND 1946 OF THE PRODUCTS LISTED IN PARTI 
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OF SCHEDULE V TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE—Con, 


Rates in Effect Rates in Effect Imports from 
Tariff Item on July 1, 1939 on January 1, 1948 all Countries 
Number Ne 
BF M.F.N Ee M.F.N 1939 1946 
$ $ 
ex 7il granules | 15 p.c. 20 p.c. 15 p.c. 15 p.c. * * 
ex 711 grits, etc.} 15 p.c. 20 p.c. 1S f.c. 10 p.c 16, 251 94,392 
ex 7ilcoloring | 15 p.c. 20 p.c. 15 p.c. 10 p.c. 148, 920 200,417 
ex 711 flavoring} 15 p.c. 20 p.c. 15 p.c. 10 p.c. - 219,107 
ex 711 act. clay | 15 p.c. | 10 p.c. 15. Die; 10 p.c. 130, 231 267,519 
ex 711 oyster 15 p.c. 10 p.c. 15 p.c. 10 p.c. bg 272, 600 
shells 
ex 711 mica 15 p.c. 20 p.c. 15 p.c. 123 p.c. 61,800 280, 100 
ex 711 benzol 15 p.c. 10 p.c. 15. p;¢: 10 p.c. 6,827 31,609 
ex 711 vermi- 15. p.c. 10 p.c. - 15 p.c. 10 p.c. 8,454 56, 826 
culite 
ex 711 asbestos | 15 p.c. 20 p.c. 15 p.c. Free “g . 
ex 711 15 p.c. 16 p.c. 15 p.c. Free : 69,525 42,798 
154 Free - Free Free 
ex 711 nitrate 15 p.c. 20 p.c. 15 p.c. Free * od 
ex 711 (15. p.c. 20 p.c. 15 p.c. Free * * 
ex 445ce (i) 10 p.c. 25 p.c 10 p.c 
ex 445d Free 25.p.c Free 
et al 
(ii) 15 p.c. 20 p.c. 15 p.c. 10 p.ec. 
756 Free Free Free Free 642,792 1,582,112 
792 Free Free Free Free 226, 007 - 
797 Free 10p.c. _. | Free 10 p.c. 527,589 1,296, 060 
802 (a) Free Free Free Free 210,516 396, 055 
(b) Free Free Free Free 
825 Free 15 p.c. Free 15 p.c. 217,107 282,769 
726 15 p.c. 20 p.e. Free 5 p.c. - 46, 297 
833 Free 173 p.c. Free Free ed » | 
838 15 p.c. 20 p.c. 13 cts. lb. Free ed 165,575 
ex 711 
Imports under Schedule V Items..................0055. $580, 690, 222 $1, 483,061,571 
vial 1 inners OF G1) GOOUE cols oa ya x Sale it om « haha ado 8 $751, 055, 534 $1,927,279 402 
Percentage of Total Imports covered by Schedule V.... 77 p.c. 77 p.c. 


* Not separately recorded. 
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MINUTES OF PROCEEDINGS 


Hovusr oF Commons, Room 429, 
Tuurspay, April 15, 1948. 


The Standing Committee on Banking and Commerce met this day at 8.30 
o’clock p.m. Mr. Hughes Cleaver, Chairman, presided. 


(From nine o’clock p.m. until the closing hour of the sitting, Mr. Edouard 
Rinfret, M.P., acted as Chairman). 


Members present: Messrs. Arsenault, Belzile, Benidickson, Black (Cumber- 
land), Blackmore, Cleaver, Coté (St. John’s- Iberville-Napierville), Fleming, 
Fraser, Fulton, Gour (Russell), Harkness, Harris (Danforth), Irvine, Jackman, 
Jaenicke, Lesage, Macdonnell (Muskoka- ‘Ontario) , Marquis, Michaud, Pinard, 
Rinfret, Ross (Souris), Thatcher, Timmins. 


In attenance: Mr. H. B. McKinnon, Chairman of the Tariff Board, Mr. 
W. J. Callaghan, Commissioner of Tariff; Mr. R. Cousineau of the Tariff Board; 
Mire: Deutsch, Director of the Economic Relations Division, Department of 
Finance; Mr. Hubert R. Kemp, Director of Commercial Relations Division, 
Mr. A. L. Neale and Mr. G. C. Cowper, of the Department of Trade and 


Commerce; Mr. A. Richards of the Department of Agriculture. 


The Chairman informed the Committee that a Steering Committee had 
been formed and the First Report of the latter was read by the Clerk. (See 
Minutes of Evidence). 


On motion of Mr. Timmins the said First Report was adopted unanimously. 


Mr. J. J. Deutsch was called. The witness was examined at length in regard 
to various aspects of the Final Act of the Second Session of the Preparatory 
Committee of the United Nations Conference on Trade and Employment, held 
at Geneva from April 10 to October 30, 1947, and Related Documents. (Treaty 
Series, 1947, No. 27). 


It was agreed that Mr. J. J. Deutsch would again appear at a subsequent 
sitting of the Committee. 


- At 10.40 o’clock p.m. the Committee adjourned to meet again at the call of 
the Chair. 


ANTOINE CHASSE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House of CoMMONS, 
April 15, 1948. 


The Standing Committee on Banking and Commerce met this day at 
8.30 p.m. The Chairman, Mr. Hughes Cleaver, presided. 

The CuarrMan: Gentlemen, we have a quorum so you will please come to 
order. ‘ 

Mr. Harris: May I put forward a sentence or two before you commence? 
I appreciate your kindness and consideration, sir, in sending to my office a copy 
of the proceedings of your last meeting. I am sorry I was not observant enough 
to know everything which was occurring in the Canadian House of Commons 
when the last meeting occurred. Will you accept my apologies and my thanks 
to you for seeing that a full copy of the proceedings was made available to me. 
I am very grateful to you. 

The CHarirMan: It is very kind of you to say so. I am sorry you did not 
receive your notice in time, but we had quite a succession of untoward events 
which really brought about what happened. 

| We had a meeting of the steering committee on April 13th and the clerk 
will read the report. 

The CrprK: Pursuant to the resolution adopted by the committee, at the 
last meeting held on 18th March, 1948, the following members have been named 
‘to act with the chairman as a steering committee: | 


Messrs. Benidickson, Fraser, Isnor, Jaenicke, Low, Marquis, Rinfret 
and. Timmins. 

The steering committee met today—that is on April 13th—at ten 
o’clock a.m, 

Members present: Messrs. Benidickson, Fraser, Isnor, Jaenicke, 
Marquis, Rinfret, Timmins and Mr. Cleaver. 

(Mr. Low, though notified, was not present). 

It was agreed that the clerk should advise the Canadian Chamber of 
Commerce, the Canadian Manufacturers Association, the Canadian 
Federation of Agriculture and the Horticultural Council of the fact that 
the Geneva trade agreements are now being considered by this committee 
and give them an opportunity of appearing to give evidence, particularly 
regard to the most-favoured-nations clauses and the British preference 
clauses. 

It was decided that the next two meetings of the committee would be 
devoted to hearing evidence of Mr. Deutsch. 

And the steering committee so recommends. 


(Signed) HUGHES CLEAVER, 
Chairman. 


The CHAIRMAN: Any errors or omissions? If not, will someone move the 
adoption of the report? 

Mr. Trmins: Just one thing, it was suggested you or the secretary might 
communicate with the British commissioner and find out whether or not he 
desired to have a representative come and tell us something about— 
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The CuarrMANn: Yes, and letters have already gone to all indicated including 
the secretary of the High Commissioner. 

Mr. Timmins moves the adoption of the report. Any objections? . 

Carried. 

Mr. Fiemine: You did not deal with the hours of sitting? 

The Cuairman: No, we thought it best to leave that to the main committee. 

Gentlemen, we have Mr. Deutsch with us again this evening. I know there 
are many members who have questions they wish to ask him. 


J. J. Deutsch, Director, International Relations Division, Department 
of Finance, recalled: 


Mr. Lesace: Would it be proper, at this time, for Mr. Deutsch to go over 
the agreement clause by clause? 

The CuHatrMAN: Mr. Deutsch has already gone over the agreement in a 
general way, and he has made the suggestion, having covered in detail the out- 
standing alterations which were made at Havana, that perhaps time would be 


saved if the meeting were thrown open to general questions and answers. How- 


ever, I am in the hands of the committee, of course. 

Mr. Fuemine: May the questioning range over the whole field, then, of the 
agreement? I should like to know how article 5 came to be in the general agree- 
ment; what led up to it? 

The Witness: That clause was among the proposals submitted to the 
various countries at the conferences right from the start. 7 | 


By Mr. Fleming: 


Q. By the United States? A. By the United States and by the United 
Kingdom. You will recall at the time of the negotiations in Washington for the 
British loan, the two countries drew up what were called proposals for a world 
trade organization. That was the very origin of this whole project. Those 
proposals had the general blessing of the United Kingdom and the United States. 

Following those proposals, the United States prepared a draft based very 
largely on those proposals. That draft, in turn, was discussed in London in 1946 
by 17 countries and again in Geneva last summer. Throughout all those stages 
a clause of this sort was under discussion and under consideration. 

The countries mainly interested in this clause were, of course, the European 
countries where freedom of transit is a much more important and significant 
thing than it is on this side of the water because a number of countries in Europe 
are land-locked and depend on ports which exist in other countries. Therefore, 
they had a very direct and great interest in rules covering the question of transit. 
For that reason, such a clause was put into the agreement. Very briefly, that 
is the background of. it. 


Q. As I understand 1t, the driving force behind this proposal was the United 


States?—A. No, I would not say that it was the driving or even the predominant 
force. There were many countries interested in it. 

Q. Canada had nothing to do with putting that proposal forward?—A. I 
can say we did not put this proposal forward. 

Q. What was the attitude taken by the Canadian delegation throughout on 
this proposal? Did they welcome it or was this one of the things they came to 
reluctantly as part of the price to be paid for a general agreement?—A. There 
is one phase of it which we accepted reluctantly, namely, the undertaking that 
we must allow freedom of transit to all types of vehicles or all forms or means of 
transit across our territory. We did not express acceptance of that, but the 
other countries attached great importance to it and, for the purpose of getting 
a general agreement, we accepted it. | | 
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By Mr. Irvine: 
Q. I was just going to ask if you would give us an idea as to what kind of 
vehicle we were objecting to? I wish to get the nature of the objection?—A. As 
you know, the Canadian government has, for many years, not permitted the 
passage of trucks in bond over Canadian territory; that is, trucks of another 
nation carrying goods in bond between two points in our country. That situation 
) has prevailed for a long time. Under the obligations involved in this clause 
' that prohibition can no longer be maintained because it is contrary to the under- 
taking requiring freedom of transit for the goods of another country across our 

territory. This matter has not been of the same significance in this country as 
4 it has been in Europe, of course. While we ourselves have our own particular 
problems, generally speaking the countries of Europe have had much greater 
4 interest in the subject because many of them depend upon the ports of other 
_ countries and some countries are land-locked entirely. These countries must in 
many cases pass across the territory of another country, and it is of great value 
to them to have an undertaking that such access shall be available to members. 
K 


By Mr. Fleming: 

Q. This is a matter which has been of lively concern to Canadian railway 

and labour interests, and others. I do not want to prolong the inquiry, but in 
_ the last analysis did the United States delegation stand out firmly for acceptance 
of that proposal?—A. It was not raised solely by the United States. 
; Q. I am thinking of that particular aspect of it that peculiarly affects 
/ Canada in the movement of American traffic across Canadian territory between 
American points of origin and American points of destination. But where the 
Canadian delegation finally accepted that thing I wondered if there were pres- 
sure from the United States in view of the firm position taken by the United 
States on it; I mean, by the United States delegation?—-A. No, sir. We accepted 
this finally because of the general desire of the great majority of the countries 
for a clause of this kind; and, therefore, this was not put in as the express wish 
of any one country. This was a clause which was generally desired by all 
countries, and one cannot say that it was brought in at the particular instance 
of any one country, because, after all this was a meeting of 17 countries and 
this particular clause had very wide support among all those 17 countries 
present except ourselves with respect to this particular matter, and it was 
accepted on the basis that it was the wish of the countries as a whole and not 
on the instance of any particular country. 

Q. Did the Canadian delegation endeavour to get any exception made in 
favour of Canada in the particular instance we have been discussing?—A. Yes, 
we did, sir; but unsuccessfully. 

Q. Was there any discussion about traffic up to Alaska, was that discussed? ~ 
—A. That was not discussed. | 


| By Mr. Jaenicke: 
Q. On this matter of transportation, this covers just transitory traffic or 
transportation, does it not?—A. Yes. 
: Q. I have in mind the case of the Canadian fruit wholesaler going down 
. to the United States in his own truck to get some produce he would buy there. 
) I understand there are certain regulations in the United States where he cannot 
do that, also some of our own regulations. Is that covered by this treaty ?— 
A. No, that is not covered in this clause, sir. 
Q. That is, the United States can prohibit all trucks from going down there 
to get produce?—A. They could, on other grounds. ‘This clause does not 
deal with all the issues raised by trucks going to the United States. This clause 
deals with the movement of United States goods, let us say as an example, 
across Canadian territory to another point in the United States. It does not 
cover cases of the kind you mentioned. 
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Q. Suppose a truck leaves Canada and goes down to Mexico and comes 
back up again?—A. That would be covered by this clause. 
Q. Another thing too; is that in accordance with the regulations or the 


agreement or the covenants or the conventions of the International Civil Aviation ° 


Organization?—A. No, sir, this does not pretend to cover the movement of 
aeroplanes. 

Mr. Fraser: This covers water transportation, does it not? 

The Witness: It covers water and land, but it is not intended to cover 
aeroplanes. 

Mr. Marquis: The only point that you make there is not with respect 
to merchandise being transported say from the United States to Alaska, but 
across Canada from one point to another? 

The Witness: Yes, let us. say from Buffalo to Detroit across southern 
Ontario. | 
Mr. Fiemine: That is a very big movement now proceeding by rail. 

Mr. Lesage: And that is true with respect to the State of Maine, down 
near my constituency. 

The Wirness: Yes, the State of Maine. 

Mr. Lesace: That applies to my riding, and to Mr. Martin’s too. 

The CuatrMan: Are there any more questions with respect to Article 5? 
If not, shall we carry Article 5? 

Mr. Fiemine: I suggest, Mr. Chairman, that we do not try to carry 
articles. Let us have questions and then go back and take them in sequence, 
if you will. If you are through with that Article 5, I would like to ask questions 
about Article 11. 


By Mr. Fulton: 


Q. I wonder if Mr. Deutsch would give us an explanation with regard to 


that item there “CONTRACTING PARTIES”, in block capitals. I noticed 
that that term was used in there in connection with the International Trade Agree- 
ment and I would like an explanation of that when Mr. Deutsch is dealing with 
Articles 2, 6, 12 and 15. They set forth the regulations covering the terms on 
which individual nations may make exceptions to the general provisions of this 
agreement, and generally provide that these exceptions can only be made with 
the consent of the contracting parties, using that term in the sense of the whole 
organization it becomes important for us to know who has the power, who votes, 
and who the executive are, and how the general assembly was set up so we will 
know when they are discussing exceptions to the rules—. Of course, rules must 
be made, but who is going to have the say? Those are the points I would like 
particularly to have covered. 

Mr. Brackmore: Mr. Chairman, before you go on answering that, there 
is one question I would like to ask about Article 5. 

The Cuatrman: If you don’t mind, Mr. Blackmore, we will go on with 
this for now and come back later to Article 5. 

The Wirness: Mr. Fulton, the functions of the “CONTRACTING 
PARTIES” in block letters is described on page 60, under Article 25. The article 
is entitled, ‘joint action by the contracting parties.” This is the organiza- 
tion to which you refer, Mr. Fulton? 

Mr. Fuuron: Yes. 


The Wirness: And the “CONTRACTING PARTIES” in block letters. 


is the body which was given the power of decision wherever the discretion of 
the organization is involved. In brief, the contracting parties are the repre- 
_ sentatives of the governments which have agreed to bring this agreement pro- 
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“yisionally into force. There are now 9 such countries. I named them the 


other evening. 

Mr. JAmNICKE: Which countries are they? 

The Witness: I will go over them again: The United Kingdom, the 
United States, Canada, Australia, France, Belgium, Holland, Luxembourg and 
Cuba. 


By Mr. Jaeincke: 

Q. They are in force without reservation?—A. They have brought these 
agreements provisionally into force. 
~ Q. Subject to approval?—A. Subject to approval by the parliament of the 
various countries. By bringing it into effect provisionally they have merely 
undertaken to bring it into effect in so far as their existing legislation allows it, 
and when they ratify they will of course bring it into effect. completely. 

Q. Can you tell us the difference between Canada and the United States, 
what we have provisionally put into force and what the United States have 
provisionally put into force?—A. Is there any difference, did you say? 

Q. Yes.—A. By and large, no. 

Q. There is in article 7, subsection 3— A. Yes, article 7, subsection 3. That 
article would require a change in the United States legislation. 

Q. Are there any other points like that?—A. There are other points, but 
I am afraid I am getting off in another direction entirely from Mr. Fulton’s 
question. 7 
 Q. All right, we will go into that later. I am satisfied —A. The repre- 
sentatives of the governments that have brought this agreement into effect 
provisionally constitute what is called the contracting parties. They act as a 
group on any matters which are referred to them for decision. The procedure 
laid down here is very informal. There are no formalities provided for whatever. 
They will act— 


By Mr. Harris: 

Q. You say it is informative, but is it uniform as it applies to Canada and 
as it applies to the United States? I add one sentence to that. I am of the 
opinion it is not uniform.—A. I simply said that the procedure laid down is 
very informal. 


By Mr. Fulton: 

Q. I am sorry to interrupt, but can you elaborate on that because there is 
no procedure laid down. There is nothing laid down in article 25 to show how 
they shall arrive at any decision. 

The CHatrMAN: Subsections 3 and 4, each country has just one vote no 
matter the size of it, and under subsection 4 decisions are by majority vote. 

The Witness: I was going to say— 


By Mr. Fulton: 


Q. That does not answer the question. I want to know how it works, how 
they elect a president, have they got any constitution?—A. That is precisely 
what I mean, that the whole thing is set out in a manner which enivsages a very 
informal procedure. It was thought that the group of representatives for the 
contracting parties would behave in the manner of a committee. Naturally they 
would elect a chairman, and a chairman indeed has been elected. I may say 
the Canadian representative has been elected chairman. 


By Mr. Marquis: 
Q. On that point is there any proviso for the adoption of regulations in this 


agreement?—A. Not specifically set out, but it is assumed they will draw up 
informal regulations among themselves. 
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By Mr. Irvine: 

Q. How do we appoint our representative?—A. The government appoints 
them. 

Q. Is that provided for anywhere?—A. I assume the Canadian government 
can appoint representatives to any international body. 

Q. Naturally—A. As the chairman has pointed out each representative has 
one vote, whether the country be large or small. They all have one vote, and 
except where otherwise provided decisions are taken by majority vote. That 
is about all that is said about this. It does specify in this article also that in 
exceptional circumstances certain obligations may be waived, but in that case 
there must be a two-thirds majority. It goes on to say that the contracting 
parties may define certain categories of exceptional circumstances to which other 
voting requirements shall apply for the waiver of obligations. That is about | 
all there is to it. It is a very informal provision. 

- Q. Is there to be a head office anywhere and if so where is it to be? How 
will these men know when to meet together?—A. The meetings are to be called 
by the chairman and the meetings are to take place at the headquarters of the 
United Nations. 


By Mr. Fulton: 


Q. As to meetings being called by the chairman; that must be in some 
regulation which they have themselves drawn up for guidance of their own 
meetings?—A. That is right. Kee 

Q. For instance, is there to be any governing or watching body, or every 
time a detail with respect to international trade comes up must there be a meet- 
ing of all contracting parties to decide? There is no provision here for any sort 
of steering committee or anything of that kind, or a subcommittee which might. 
sit and keep watch on international trade, collect complaints, and then when 
they consider it necessary call a meeting. There seems to be nothing there at 
all—aA. I might explain that at the moment there are only 9 contracting parties, 
and it was felt that with a group of countries as small as that that it might be 
preferable to leave a large measure of informality rather than to lay down a. 
very top heavy organization, which is much more appropriate when you have 
a large number. When you have a small number why go to all the fuss, bother 
and expense of an elaborate system when, indeed, in the end they will sit around 
a table and discuss the thing and decide their difficulties. That was the idea. 
It is expected that this group will draw up certain regulations for the conduct 
of their business. They will be sensible, reasonable regulations, and they will 
draw them up by common agreement around the table as to how they will 
call meetings, when they will call meetings, and so forth and so on. Those are 
all things reasonable men can easily determine. In the case of a small group 
such as this it was felt there was no point in making the thing over-elaborate. 

Q. How many nations met at Geneva to consider this in the first place?— 
A. Seventeen were actually there. 

Q. Seventeen actually signed. That is quite a few, and there were more 
than that at Havana recently. Are we to take it they made no provision and 
deliberately avoided making any provision for a governing body of their organ- 
ization? In other words, there is nothing you can point to and say, “that is the 
International Trade Organization”?—A. In the charter there is a much more 
elaborate procedure and provision for an organization. I am now talking about 
the Geneva Agreement. The Havana Charter has very elaborate provisions 
regarding the nature of the organization, the governing body, the executive 
board and the staff, and very detailed provisions about rights and privileges of 
all members, and so on, but that is in the Havana Charter. It is not in the 
Geneva Agreement. Again another reason why the Geneva thing was not 
spelled out in great detail or any more elaborate set-up provided for was 
because once the charter comes into force then the function of the contracting 
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parties disappears except with respect to one or two things. Everything then 
goes into the International Trade Organization. Therefore that is one other 


reason why it was felt there was no need to set up an over-elaborate structure. 


Q. I will have to ask a further question. What is the method of transition 


from this contracting parties organization to the International Trade Organ- 


ization? When does the latter body assume control over international trade?— 


_A. When the charter comes into force, and as I explained the other evening when 


the majority of the nations which were present at Havana have ratified the 


charter then the International Trade Organization comes into force. As I said 
that is expected to take place in about a year and a half. 


Q. If we go into this thing we go into it on the assumption that eventually 


: the whole thing will be regulated by the International Trade Organization? Is 


that correct?—A. That is the hope. 


Q. In order that we may know what we are getting into should we not ask 


at this point—and I do ask—whether you can outline the set-up of the I.T.O. 
as envisaged in the Havana Charter?—A. I am at the disposal of the committee, 


but I understand the charter is not before the House at the moment. If we 


get into that it will take us very far afield. I wonder whether that is desired 
by the committee because actually the charter is not now before the House. I 
do not know what the intention of the government is in this respect but at some 


. 


time presumably the charter will be submitted to parliament. 


By Mr. Marquis: 

Has any secretary been appointed for this organization?—A. No. 
Nobody acts as secretary now?—A. As yet they have no staff. 
They have no records?—A. They keep records. 

Who is keeping the records?7—A. The United Nations. 

Q. And it is the secretary of the United Nations?—A. The staff is provided 
by the United Nations. 

(Mr. E. Rinfret, acting chairman, now presiding.) | 

Q. At the last meeting, you referred a number of, times to, the organization 
and you also told us it was intended that there would be built up a body of case 
law to regulate the management of the Geneva Agreement or of the charter?— 
A. Both sir. 

Q. Both?—A. Both, sir. ' 

Q. I wonder if we can have a little bit of order, Mr. Chairman! Is it 
pertinent to ask at this time, when you referred the other day to the organiza- 
tion and to the body of case law, whether you were referring to the Geneva 
Agreement, and if so, can you give us in just a few words what that case law 
consists of ?—A. I was referring sir, to this agreement at that time. Obviously 
you cannot anticipate, in any document such as this, every aspect or every dis- 
pute or difference that might arise. The field of international trade is vast and 
the instances which might cause difficulty are numerous. Therefore they simply 
tried to lay down the general principles as precisely as possible. They did not 
try to elaborate in great detail how any particular concrete case might be 
handled. Obviously it would be an enormous document if you included every- 
thing of that sort. It was anticipated in the course of time that a large body of 
case law would be developed, based upon decisions made in concrete cases. I 
might give you some examples. The various practices that might be adopted 
in state trade might be judged in the light of the principles here laid down. 
State trading was not ruled out in this document. It was recognized that some 
state trading would take place and in the case of certain countries there would 
be a great deal of it. The document says wherever state trading is carried on 
it must be carried on in a non-discriminatory manner. It must be carried on 
under commercial principles. Those are broad terms. -What exactly are “com- 
mercial principles?” What exactly is “non-discrimination in respect to state 


Q. 
Q. 
Q. 
Q. 


trading’? Here there may be many concrete cases and if complaints arise they 
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will be referred to the organization, and the organization will have to make ~ 
decisions on concrete cases and those decisions of course will become a guide for — 
future cases. In that way you could build up a body of case law. ‘ 

Q. I just want to ask you whether, under the Geneva Agreement, the con- 
tracting parties are listed in block letters?—A. Yes. 


By Mr. Jaencke: 

Q. May I ask three or four general questions. I understand, Mr. Deutsch, ° 
that we in Canada are adhering provisionally to this treaty without reservation? 
A. I am not quite sure what you mean by “without reservation”. We apply it 
provisionally in so far as existing legislation allows. 

Q. Is there any existing legislation which does not allow any of these pro- 
visions to be enforced provisionally by Canada?—-A. There is some legislation, 
yes. 

Q. What is it?—A. We have at the present time a prohibition against the — 
importation of used cars. — 

Q. And of oleomargarine?—A. Yes, oleomargarine is another item which 
is prohibited. 

Q. And legislation is in force with respect to those items, and those are the 
only ones you can think of?—A. No,-there are many others, but they are of a 
minor character and it would take some time to go through them. I imagine that 
in the customs administration there are certain practices which we now follow | 
which would not comply completely with the provisions laid down here, but those 
practices are not important. | 

Q. The British preference has ceased to exist?—A. No, it is very much 
alive, sir. 

Q. In what respect?—A. It is in existence at the moment. 

Q. Are we not enforcing the Geneva Agreement?—A. Yes, the Geneva 
Agreement does not require the abolition of the British preference. 

Mr. Lesace: The very first article of the agreement mentions that. 

The Wirness: All that the Geneva Agreement says is that you undertake 
to negotiate for the reduction of preferences. You undertake to negotiate for 
the reduction of preference in return for adequate compensation, and you also 
undertake not to increase preferences or to introduce new ones. 


By Mr. Timmins: 

Q. We could modify the preference on a commodity under the British prefer- 
ence as long as we modified it downward?—A. That is right sir. _ 

Q. But if, by some means or other, we dropped that particular preference, 
we could never get it back again?—A. No. 

Q. And we could not get another one to replace it?—A. No. 

Q. So that in a little while these British preferences might, one by one— 
with our agreement, go out of existence?—A. That is right, with our agreement. 
We do not have to reduce any preference unless we get compensation for the 
reduction and unless, in our opinion, the compensation is adequate. 


By Mr. Fulton: 

Q. The effect of the exchange of letters which is appended to this document 
here has made it much more probable that that process will go on, has it not, Mr. 
Deutsch? A preference is reducible, or you used the words “negotiable at 
will”?—-A. Yes. 

Q. It is not regarded as a solemn obligation any more and can be can- 
celled overnight, is not that the position?—A. Not exactly, Mr. Fulton. Under 
this agreement the British Commonwealth countries who are signatories and — 
who have agreed to bring the agreement into provisional effect—and three of 
them have—are required to negotiate their preferences. 
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- Q. No, but I was thinking.of the exchange of letters between the govern- 
ent of Canada and the government of the United Kingdom and, in so far as 
Canada and the United Kingdom are concerned, we can reduce their preferences 
unilaterally and they can reduce ours unilaterally by virtue of this letter, 
which changes a mutually binding agreement to unilateral concessions?—A. 
That depends. 
; Q. My point is by virtue of that exchange of notes the reduction in our 
_ preferences has been facilitated has it not?—A. That depends, Mr. Fulton, on 
the spirit in which the negotiations are conducted. It is true, under the system 
which prevailed prior to this exchange of letters, one country which had a 
bound’ margin could prevent another country from reducing the preference 
and thereby, because the power of veto exists, the number of instances where 
it might be negotiated might be reduced. On the other hand, if we are in a 
series of negotiations in which Canada, New Zealand, the United Kingdom, 
- Australia and other countries are present, where all are trying to reduce trade 
barriers, it may be the spirit among all of them is in the same direction; the 
difficulties may be inconsequential as the things consented to may be mutually 
advantageous. That indeed was the situation at Geneva. 
‘ Q. That is in as far as the whole organization is concerned. Yes, I agree 
with that. I appreciate the process you envisage, but I am thinking of the 
situation outside the scope of the meeting of all the contracting parties in so 
far as the actual parties and preferences are concerned. The elimination of 
preferences surely has been facilitated by the principle embodied in this 
exchange of letters—A. That may be. Again I say it depends upon the circum- 
stances, the particular circumstances one envisages. It is true that if a case 
arises where one country wishes to negotiate with another and a third country 
_ which has a preference decides to veto the whoe procedure it could do so under 
_ the old system; it cannot do so any more. 
Q. As it existed before it was regarded as necessary for two parties which 
wanted to change their preference to get together and negotiate; now that is 
no longer necessary and we can serve notice on any occasion by virtue of the, 
principle of acceptance which we obtained from the British government. We 
~ ean now serve notice on them that we are eliminating this, that and the other 
preference effective at midnight tonight—-A. We could if we wanted to. It 
is understood, of course, that there will be consultation im cases of that kind. 


Mr. Timmins: Did you say consultation? 
The Wirness: Yes. 


By Mr. Fleming: 

Q. Do I understand, Mr. Deutsch, that the agreement embodied in the 
exchange of notes between Canada and the United Kingdom is an agreement 
that is in full force and effect now?—A. Yes, it is an agreement between the 
two governments in force provisionally at the present time. 

Q. There is nothing further required in the way of legislative action on 
the part of the two parliaments to bring this agreement into effect?—A. I am 
not a constitutional lawyer or legal expert. I do not think I could give you 
an authoritative answer on that. 

Q. I mention the provision in section 14—paragraph 14 of the letter of | 

Mr. Wilgress, dated October 30, at page 104: 


14. This letter and your formal confirmation shall constitute an 
agreement modifying the trade agreement concluded between the 
governments of Canada and the United Kingdom at Ottawa on the 
93rd February, 1937. This agreement shall be applied provisionally 
during such time as both governments are applying provisionally the 
general agreement on tariffs and trade and shall enter into force on 
the date on which that agreement enters into force. 
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As long as the general agreement is in force provisionally this ancillary agree- . 


ment between Canada and the United Kingdom is also provisionally enforced? 
—A. That is right. 


Q. I assume we move on to the point where the parliament of Canada — 


formally confirms and ratifies the general agreement; then the general agree- 
ment ceases to be in force provisionally?—A. That is right. 

Q. What becomes then of the ancillary agreement? There does not seem 
to be any provision made in 14 adequately to cover that. Is it a case of the 
tail going with the hide or a separate legislative Act being required? 

Mr. Marauis: Article 1, page 6. 

The Witness: As to whether when this agreement is formally ratified if 
any specific legislation is required with respect to exchange of letters I do not 
know, sir. Quite frankly, it is a legal and constitutional point which I am not 
competent to answer. 

Mr. Marquis: What about article 1, section 2, of page 6? 

Mr. Fuemine: Of the general agreement? 

Mr. Marguts: Yes, of the general agreement. There is a provision referred 
to in (b), (c) and (d); the annex concerning the agreement with the United 
States and the United Kingdom and the other ones. 

The Wirness: No. This refers to article 1, subparagraph 2, and paragraphs 
(a), (b), (c) and (d). They set out in these annexes the preferences which will 
be allowed to continue and will be accepted as an exception of the most- 
favoured-nation rule. | 


Mr. Fiemine: Are they not the agreements? 
The Wirness: No. These do not refer to the exchange of letters. 


By Mr. Jaenicke: 

Q. The preferential tariff has not been raised, has it?—-A. No, sir. 

Q. The rates are the same as they were?—-A. Except in one instance. 

Q. Inpart 2 of the schedule?—A. In the case of the British preference one 
item was raised in the Canadian preferential rates. 

Q. What is that?—A. That was tin plate. Mr. McKinnon may wish to 
explain that one. 

Mr. McKinnon: It is a detail. Out of the 1,050 items in the Canadian 
schedule one item is raised in respect of the British preferential tariff. 


By Mr. Jaenicke: 

Q. Can you explain in what respects the United States has not been able 
to give us the benefits of the treaty due to the fact it has not yet been dealt with 
by congress? Is this treaty now before congress?—A. No, it has not yet been 
formally placed before congress. They had hoped to place it before congress 
before now, but so many other more urgent issues have come up in the last 
three or four or five months, as you know, and their agenda got too crowded. 
Therefore they decided not to put it ‘before congress at this session; but they 
do hope to put it before congress at the next session. 

Q. ‘Can you give us some examples why the treaty is not being enforced 
in respect of used cars and oleomargarine? What about the exception in the 
United States? Can you give us some examples?—A. Yes, I believe you just 
referred to one. The most important part of this agreement which the United 
States is not now applying has to do with customs administration. When the 
United States brings this agreement fully into effect it will have to make a 
number of quite important changes in its method of customs administration. 
Among those items which will require to be changed is the one you refer to, 
namely, that they could no longer assess duty on a domestic sales or excise tax, 
which they now do. In other words, our present 8 per cent sales tax is included 
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in the value upon which duty is assessed when those goods are exported to the 
United States, by the United States authorities, or any other excise tax we might 
have in effect. | 

Now, that would no longer be permitted when this agreement is ratified. 
That is one case. There are other cases I might mention: the system of valuation 
which the United States uses in assessing value for duty would have to be 
changed. 


By Mr. Harris: 

Q. They will have duty assessed on the retail value of the same article 
being sold in the United States?—A. Under the Geneva agreement? 

Q. No; at present.—A. At present the general principle, as | understand 
it, is they assess duty on the value at’ which the majority of the sales of that 
particular article are made. In many cases that may be the retail sales. 

Q. It may be in the retail market, whereas on the other hand the same goods 
coming into Canada carry a duty on the wholesale price crossing the border 
with the natural result that we have $50 worth of a certain commodity coming 
in: $100 retail worth come into Canada duty assessed on the wholesale price, 
namely, $50, and the rate is 20 per cent; the duty paid will be $10: whereas the 
same volume of the same commodity going to the United States worth $100 will 


be assessed on the retail price, namely, $100, and the amount of duty going to 


the United States is $20. It costs $20.to go into the United States and it only 
costs $10 to come into Canada—A. Situations like that do exist. 

Q. And you hope when you get this treaty organized and signed that that 
discrimination regarding trade between Canada and the United States will be 
more or less corrected and you hope to have the discrimination eliminated?— 
A. That is right, sir. | 


By Mr. Timmins: 

Q. What hold have we got over the United States to alter its domestic 
taxing arrangements so'as to get over that situation and a good many others 
like it?--A. Unless the United States brings its practice into conformity with 
the requirements of this agreement, it cannot live up to the agreement. . 

Q. What is the standard in the meantime? There is a ‘Canadian standard, 
a French standard and a United Kingdom standard. What is the standard we 
are going to guide ourselves by?—A. The standard as laid ‘down in this agree- 
ment, and all countries must abide by this standard. 

Q. Which article covers that?—A. The articles having to do with customs ° 
administration begin with Article 5, freedom of transport; Article 6, anti-dumping 
and countervailing duties; Article 7, valuation for customs purposes. The rules 
which have to be observed are laid down in these articles. Article 8 deals with 
formalities connected with importation and exportation and Article 9 with 
marks of origin; Article 10, publication and administration of trade regulations. 
Those are the articles which lay down the rules which have to be observed in the 
administration of customs. — 


By Mr. Fraser: 

Q. When you used the words, “commercial practices”, you were referring 
to these articles, here?—A. Yes. 

Q. You were referring to them?—A. Yes, those are among the most 
important questions concerning commercial practices. 

Q. You used these words before; you said everything would have to be 
carried out according to commercial practices, but there are different ideas 
between the different countries?—A. I was referring, then, to examples of state 
trading which does not relate to these matters. I was saying that state trading 
had to be carried out on commercial considerations in accordance with the com- 
mercial practices, but that has not got exclusive reference to these matters. 
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Q. There would be different commercial practices in practically every 
country, and every country would have different ideas with the exception of the 
United States and Canada:and perhaps the British Isles?—A. So far as customs 
administration is concerned, whatever their practices are, they ‘would have to 
meet the requirements of these rules. 


By Mr. Marquis: 

Q. This agreement is in force in the United States?—A. Only provisionally. 

Q. Is the same true of Canada?—A. In Canada, also. 

Q. The United States is making certain reservations?—A. No. 

Q. Could you explain the difference?—A. The difference is this; as I said 
before, the meaning of provincial application is that you undertake to bring 
into force those’ provisions in so far as your existing legislation allows. This 
means you will do everything your own legislation permits you to do but you 
do not undertake to do any more until you formally ratify the agreement. When 
you have;done that, you must abide by all the provisions of the agreement. 

Q. The point I am trying to understand is this; Mr. Harris said a few 
minutes ago the United States charged more under its customs practice than 
Canada charges?—A. Yes. 

Q. The United States applies its tariff on the retail price, whereas Canada 
applies the tariff on:the wholesale price. Could we change that and apply it 
on the retail price, too?—A. Well, no. | 


By Mr. Timmins: 
‘ Q. The fact is the United States has not changed its pratcice?—A. No, it 
as not. 
Q. And it does not intend to change it?—A. Not until ratification of the 
agreement. 


By Mr. Lesage: 

Q. What is the article in the agreement?—A. I want to answer this gentle- 
man’s question. The United States, in signing this for provisional application 
did not undertake to do anything which its legislation does not now permit. In 
the case;of customs valuation, its legislation does not now permit it to act in 
accordance with these rules. But when the United States formally ratifies this 
agreement, then it will have to change its legislation so it can abide by these 
rules. Otherwise, it cannot live up to this agreement. 


By Mr. Marquis: 
Q. As a supplementary question, did Canada change its dules, or do we apply 
the tariff as we did before?—A. We are continuing, at the present time, to conduct 
our affairs as we did before. 


By Mr. Fraser: 


@. You say, when the United States signs the agreement; that would be 
when Congress ratifies 1t?—A. Yes.’ 

Q. Supposing Canada, at that time, has not ratified it. The United States 
would be following the agreement, anyway, is that right, and’we might not be 
following it? Perhaps there might be only one other country following the 
agreement?—A. I think what is actually going to happen here, sir, ‘is this; 
most countries will not formally ratify this agreement until the United States 
has done so. This does not mean that countries will/not put it through their 
parliament because the act of approving by parliament is not formal ratification. 
There has to be a formal act by the government, in effect, saying “Yes, we will 
formally ratify it.” What I think will happen in most places is that they will 
seek approval of their parliaments and then delay formal ratification to see 
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what the United States does. When the United States has acted I think everyone 
will put in their formal ratifications. That is what is likely to take place. 
Q. At that time, in the United Nations, is it likely all those countries will get 
together and put this agreement into force at the same time?—A. I think what 
will likely happen is that this agreement will come into final force simultaneously 
among all the countries. There may be some difference in the times at which 
. parliaments approve it, but the formal ratification is likely to take place at the 
same time. 
Q. There is no agreement on that now?—A. No, it is just an understanding, 
% a These understandings, without any agreement—I do not see how they 
~ work. 3 
By Mr. Irvine: 
4 @. I think my question has been answered in the last statement. I wanted 
; to know whether, when the agreement had been ratified, these terms came into 
operation forthwith on the part of the nation ratifying it. However, you have 
just pointed out that this will be done by all the nations concerned at the same 
_ time’?—A. It is expected it will be done simultaneously. 


By Mr. Belzile: 
Q. Would it be correct to say, sir, that parliament will ratify this agreement 
by order in council later on?—A. I think, possibly, if parliament wishes to 
_ approve this, then, so far as parliament is concerned legislation may be provided, 
_ but the formal act of ratification would not have to take place at that time. The 
_ government could submit formal ratification and set whatever date it wishes 
to doso. That could be done by order in council. — 


. By Mr. Fleming: 
4 Q. What is before parliament now—you speak about ratification as though 
_ it had the effect of a statute. What parliament is being asked. to do here is to 
ratify and confirm the agreement. Now, when the ratifications of all the govern- 
_ ments of the countries are deposited, then the agreement will come into effect in 
Canada. Do I understand, then, that the interpretation you are putting on the 
resolution of parliament is that that resolution has the effect of over-riding and 
_ amending any statute of the parliament of Canada which runs contrary to the 
a 


Fleming. I think as far as I understand it the procedure will be this, amendments 
will be: submitted to parliament where legislation requires to be changed to secure 
_ compliance with this agreement; I understand the government will submit amend- 
ments to the Customs Act, for instance, specific amendments to legislation 
required by this agreement. 
| Q. To bring the Canadian statute then into—A. Into line with the terms 
of the general agreement. 

Q. Yes—A. That is right. 
. Q. That is a rather important definition—A. That is so. I did not intend 
to leave the other impression. ; 


By Mr. Lesage: 

Q. Will you point out what sections would force the United States to change 
its legislation to conform to the provisions of the agreement?—A. Well, the 
United States cannot live up to this agreement if it does not abide by the 
provisions of the agreement. 3 
: Q@. Yes, but what is the provision?—A. I can give you the exact provision 
in just a moment—valuation for customs purposes, take that article. : 
Q. Yes, all right. I have read it but I do not find that it would have the 
effect of changing values for customs purposes. On the contrary, it uses actual 
-values—A. Did you read the first paragraph? 
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: text of this agreement?—A. I did not intend to leave that impression, Mr. 
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Q. It is governed ‘by the legislation of the importing country ?—A. That is 


right. 
: Q. If it is the legislation of the importing country which determines that— 


A. If you read Article 7, it says that the contracting parties recognize the — 


validity of the general principles of valuation set forth in the following paragraph 
of this article, and they undertake to give effect to such principles, in respect to 
all products subject to duties or other charges or restrictions on importations and 
exportations based upon or regulated in any manner by value, at the earliest 
practicable date. 

Mr. Fueminc: Page 80, qualifies that again. The addendum on page 80, 
interprets actual value of sales, and at the earliest practical date. The actual 
value is dealt with in the second paragraph on page 80, with a series of inter- 
pretations. . 

The Witness: Yes. 

Mr. Lusace: There is nothing there about wholesale or retail? 


Mr. Fuemine: No. : 


The Wirness: ‘The principles are then laid down in the subsequent para- 


graphs, if you read it; the principles which have to be observed. 


Mr. Lesacp: What would be the sections which would require the Canadian 


parliament to amend its legislation in regard to that? 

The Wrrness: That gets into another field. One of the fundamental pro- 
visions of this agreement is that you may not, except as otherwise provided— 
the exceptions are most important—you may not impose quantitative restric- 
tions on imports or exports of any goods except where otherwise provided. There 
are a number of exceptions. : 

Mr. Prvarp: But you can make your own choice as to commodity. 

The Wrrness: One of the exceptions to this general rule is a situation which 
arises when a country has a balance of payments difficulty, then there is an 


exception to the rule against quantitative restrictions; and particularly the — 


control of imports by means of quantitative restrictions. That is one of the 
exceptions. 

Mr. Lesace: Suppose it was going to ruin one of our basic industries, that 
would be an exceptional item, would it not? 

The Witness: Ruin, what? 

Mr. Lesace: Ruin a basic industry. 

The Witness: You are now referring to? 

Mr. Lesace: Section 19, I think. 

The Wrrness: You are referring to the emergency clause? 

Mr. Lesace: Yes. 


The Witness: There is a clause in this agreement that says, if as the result 


of unforeseen development imports come into a country in a volume which bring 
serious injury to a domestic industry a concession made in this agreement may 
be temporarily suspended. 


By Mr. Fulton: 
Q. With the consent of the contracting parties?—A. Not in the first instance. 


Q. But you have to submit it?—A. You have to if you can, submit it before 


you act. 

Q. Yes.—A. But in the case of great emergency you may act without prior 
submission, but you must afterwards tell the organization as quickly as possible 
what you have done, and you have got to give the other party an opportunity 


to discuss it. 
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-  Q. Is not the effect of that merely to place—apparently it must be sub- 
-mitted—merely to place in the hands of contracting parties the determination 
of legislation within your own country in so far as that legislation affects pay- 
ments?—A. In other words, if we raise tariffs because of the importation of goods 
‘in a volume which causes serious injury it may be held up by the organization. 
_ That is your point, they may say you are not justified? 

Mr. Fuuron: Yes, they may review our action. 


si Mr. Irvine: We have the same power with respect to other nations, there- 
_ fore we have more power than we had before. | 


a Mr. Fuuton: I am not asking if the effect is not what I say, placing the 
power of review of Canadian legislation into the hands of contracting parties? 
Bs The Witness: Well, Mr. Fulton, whenever you enter into a tariff agreement 
such as we have entered into in the past with the United States and Great Britain, 
_ the essence of such an agreement is that you undertake to bind your tariffs, and 
while that agreement is in effect you cannot raise those bound tariffs without 
breaking the agreement or without the consent of the other party. Now, that 
_has been the situation. There is nothing new in this. 

% Mr. Futon: But now we are going a great deal further than tariffs, a great 
deal further. That is one matter on which we are agreed. The question of 
_ tariff and tariff legislation is the same as it has always been, to some extent 
discussed between the countries before they make any changes. Now, you see 
“in matters of the economic development of Canada, if we wish to adopt a separate 
course which may influence our economic development, other countries have 
Phe power of review. Is not that the case, that the power of review is placed 
in the hands of the contracting parties? 

4 The Witness: Yes. 

Mr. Futon: On legislation outside of tariffs? 


The Wirness: Yes, that is true. But I must add at this point in the case 
of bound tariffs, under that type of agreement you do not have the power to 
change without the consent of the other party. That has always been the basis 
of trade agreements. This agreement goes further than that, it covers more than 
tariff, that is true also. But the trade agreements of recent years very frequently 
also include provisions about the use of quantitative restrictions, and these 
agreements also state that certain things should not be done with respect to 
quantitative restrictions without the consent of the other party. And indeed in 
_ our own trade agreement with the United States in 1938, there were provisions 
regarding the use of quantitative restrictions by either country. We did not have 
_ absolute freedom even in the old agreements to do as we liked about quantitative 
“restrictions. So in that sense there is nothing new here. In fact the leeway 
allowed, and the degree of freedom allowed in this agreement because of the 
_ exceptions which are in here are even greater than those that were in effect under 


_ of the old treaties. 


By Mr. Irvine: 
* Q. Is it not also true to say that if Canada should be subject to sanctions of 
_ other countries it is also true that they must be subject to Canadian sanctions if 
hey were changed?—A. That is right. It is a free country, as you say, sir. 
This is a two-way street, and if you give up a certain amount of freedom, for 
example, you give it up because you think that the limitation of the freedom 
. on others is worth it to you; otherwise, you would not be doing it. 


Mr. Prnarp: A question of good faith and that is all. 

By Mr. Jaenicke: 
Q. I understand the United States have quantitative or quota restrictions 
On grain and cattle going into the United States from Canada. Will they be 
10592—23 
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removed by this treaty?—A. The quota restrictions in the case of cattle are 
what are called tariff quotas. They are not absolute quotas. The situation in 
the case of cattle is that cattle up to a certain number are allowed in at one 
rate... 3 
Q. At what?—A. At one rate, and over that quantity they are allowed in 
at a different rate. Within the quota the rate is lower than the rate above the 
quota, but it is not an absolute restriction. It is really a system whereby two | 
tariffs are applied, one up to a certain quantity and then a higher tariff over 
that quantity. It is not a quota in the absolute sense. There are a fair number 
of those in the United States. 


By Mr. Michaud: |. 
Q. We have it on page 9?—A. Yes, that is right. You find it in the case of 
cattle, seed potatoes, table potatoes, milk and cream, etc. 


By Mr. Fulton: 

Q. Is that principle allowed?—A. That is allowed because it is not an 
absolute quota. It is what is called a tariff quota. 

The Actinc CHAIRMAN: Gentlemen, I think we are quite some distance from 
article 5. I think we should revert to it and give the floor to Mr. Blackmore. I 
think you have a couple of questions? . 

Mr. Buacxmore: I thought I would wait until the others had asked all their- 
questions on this item. 


By Mr. MacDonnell: 

Q. I want to ask one question with regard to the position of the United 
States under the agreement now because as Mr. Deutsch has pointed out the 
United States is so overwhelmingly important. You have made it very clear, Mr. 
Deutsch, that so far as the administrative changes which are necessary to our 
full enjoyment of any benefits in the United States it requires legislation so far 
as they are concerned. Am I right in thinking under previous legislation the 
president by executive act could reduce an existing tariff 50 per cent? What I 
want to know is, leaving the administrative parts out—and I understand they 
can only act through further congressional legislation—when do the benefits, 
the actual tariff reductions come into effect?—A. They went into effect on the 
Ist of January of this year. 

Q. That is what I thought. I wanted to make that perfectly clear.. In other 
words, while it is only a partial benefit so far as the United States is concerned 
there is already something which has happened to indicate they are not just 
fooling with this agreement?—A. I am very glad you brought that point out. 
I should have brought it out myself earlier, that the actual tariff reductions 
that were negotiated were put into effect on January Ist. 

Mr. Harris: Tentatively. 

The Witness: Because the executive in the United States under the Recipro- 
cal Trade Agreement Act has the power to bring such a reduction into effect up 
to 50 per cent of the existing tariff. Under that power they have brought. . . 


By Mr. Harris: 

Q. That is provisional?—A. That is provisional. They may withdraw them 
on 60 days notice, and any country may. We may also. That is a part of the 
meaning of provisional application. 

By Mr. MacDonnell: : 

Q. At the present time their tariffs are down?—A. That is right. 

Q. That is in effect?—A. That is in effect. 


Q. It is not something that is pie in the sky?—A. That is right. Those tariff 
reductions are actually in effect to-day. 
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| By Mr. Jackman: 

 Q. Is it understood eventually there will be uniformity even on matters of 
detail in regard to customs and administrative practices between the various 
signers of this treaty?—-A. There will be a much greater uniformity in customs 
practices than ever existed before. 

~  Q. Not exact uniformity?—A. Not exact, because all this sets down is a 
minimum standard, let us say. They must reach this standard, but there is 
nothing to prevent them from having even more liberal standards if they want to. 
- Some countries will have variations that are more liberal perhaps than is required 
here, but they must at least reach that minimum standard laid down in these 
rules. | 

. Q. What would happen to restrictive practices like the hoof and mouth 
disease restriction and some of those infectious diseases that are supposed to be 
attached to vegetables?—A. There is a provision in the agreement that permits 
you to pass regulations regarding the enforcement of laws against diseases 
and so forth. In other words, if you want to keep out diseased cattle or diseased 
animals or diseased vegetables you can do so under this agreement. 

QQ. Suppose you had a clause like the hoof and mouth provision which is 
‘applied so very generally that it stops all your trade in that commodity?—A. In 
other words, they may find one cow somewhere that is suspected to be diseased, 
and on that ground embargo all cattle from the country. 

 Q. Did we not have a case like that in connection with Canadian cattle 
we exported to Great Britain some years ago?—A. We did. 


:- * 


q By Mr. Timmins: 
; Q. We had the same thing with respect to milk going to the United 
States?—A. Yes. = ie 
a Q. They wanted to send their inspectors into Canada to inspect cattle 
ere?—A. Yes. There is a provision to enable countries to control trade in 
what they regard as diseased products so as to protect the health of their own 
animals and vegetables but, of course, that can be abused as you suggest. It 
ean be abused, and if countries wish to do so presumably: they can try it. 
-_ Q.Is there an appeal?—A. There is an appeal then to the organization, 
and the provision which permits that sort of thing also says these devices must 
not be used as an indirect method of protection. 


: By Mr. Benidickson: 
4 Q. In a federal system does a government: at the level of a state or a 
“province come in any way under the direction of the governing body?—A. No. 
“a Q. New York state or anybody else could have a local law as to. disease 
that might be very effective, and could in no way be stopped by this organiza- 
- tion?—A. The federal government in signing a document of this kind only 
undertakes things with respect to the fields in which it has competence. It 
eannot make undertakings for a province and that applies to all federal 


countries. 


By Mr. Fleming: 

Q. I wonder if I can go back to article 11, particularly the first section, 
“no prohibitions or restrictions other than duties, taxes or other charges” and 
so on, “shall be instituted or maintained by any contracting party.” As I 
understand it that first section in effect prohibits embargos.—A. That is right. 
| Q. For any country to justify an embargo it must bring itself clearly 
within one of the exceptions?—A. Exceptions. 

Q. Exceptions provided. You mentioned two examples. One was mar- 
_ garine and the other was used cars where Canada at the present time is applying 
‘an embargo. There are others, are there not, used aeroplanes?—A. I believe 
used aeroplanes, also. 
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Q. Are there any others or is that the complete group?—A. There are other | 
prohibitions but they are usually on moral or health grounds, and because of > 
that are not brought into question in this agreement. | q 

Q. But commodities in the ordinary cases—A. That is about the list. q 

Q. That is the complete group?—A. That is apart from our present balance 3 
of payment— ee 

~ Q. Yes—A. Apart from our balance of payment restrictions, because we — 
have many prohibitions at the present time but they are for balance of payment 

sons. See 
aera What I am concerned about was touched on earlier but I think it has © 
not been cleared up yet, the effect of the agreement today on its provisional © 
basis with respect to these three embargoes. Forgetting for the moment the ~ 
application of the balance of payment article what is the status of these em- — 
bargoes today on those three specific commodities?—A. They are in force. | 

Q. Which is in force, the embargo or the general agreement?—-A. The © 
embargo. 

Q. The embargo is still in foree?—A. Yes, and since these embargoes are 
embodied in our legislation we are.not required to remove them because it — 
would be inconsistent with our existing legislation. All we have done by 
signing provisionally is to do everything we can within our existing legislation. 

Q. Do I interpret that correctly when I suggest that in view of what you | 
have said there is no obligation on Canada under this agreement either legally 
or morally to remove these embargoes?—A. Not as long as it is provisionally 
in effect. When it is brought finally into effect then we must bring these 
embargoes into line with the provisions of this agreement. | 

Q. How?—A. By changing the legislation. 

Q. Then that would mean that the embargo would have to go?—A. Yes. 

Q. We are bound by this agreement?—A. If parliament approves it. 

Q. When ratification of the general agreement comes about we are under- 
taking a legal obligation here to remove the embargo on margarine, used cars 
and used aeroplanes?—A. As far as this agreement is concerned, yes. 

Mr. Marquis: There is no exception to that?: 


The Wirness: No, but I might go on and explain, sir, that in the case of 
used cars and oleomargarine, those items were not bound in our tariffs. The 
items were not bound in our tariffs and therefore the government is perfectly 
free to put any tariffs which it wishes on oleomargarine and used cars. 


Mr. Maraquis: $3 a pound? 
The Witness: Anything you would like. 


By Mr. Timmins: 3 

Q. That freedom applies to anything not contained in these lists?—A. Yes. 

Q. If we ran into difficulty we could stick a tariff on and protect ourselves? 
—A. Yes, on unbound items. 

Q. Take plywood, for instance. Is that free, or is it not?—A. I do not 
know whether that has been bound, but Mr. MacKinnon could .tell you that. 

Mr. MacKinnon: You mean plywood coming this way? 

Mr. Timmins: Plywood going to the United States. 

Mr. MacKrtnnon: We obtained a reduction on cedar plywood and we 
obtained a very favourable low rate bound on other wood. | 


The Wirness: If the rates are bound by the United States they cannot 
raise them in future. 
By Mr. Timmins: ? 


Q. There must be some reason why we put the embargo on those articles 
coming in from the United States and, supposing we got into the same sort of a 
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jam again, could we not re-impose the embargos?—A. We could not re-impose 
- the embargos but we could put on tariffs. 

 . Q. If we do run into some difficulty are our hands not tied forever and 
ever?—A. In the first place the agreements only last for three years. In the 
second place there is an emergency clause in the agreement which states if, as a 
result of this agreement, the goods are coming in in such great volume as to 
$e injure our producers seriously we may, if we desire, have recourse to that clause 
and raise the tariff. Then of course we would be open to complaints from 
: others and we might be asked to stop. 


By Mr. Pinard: | 

Q. Is it not subject to approval or must there be complaints?—A. It has 
to be a complaint. : 

Q. And if there is no complaint?—A. It is all right. 

Q. The practice continues?—A. Even if there is a complaint we may still 
continue to make the exception but the other country may equally take con- 
cessions away from us if the organization approves. That is the procedure that 
will be followed. The organization cannot tell you to stop, it can only say to 
others that the organization considers the complaint justified and it gives the 
other countries a right to take concessions away from the country complained of. 


Mr. Lesage: As sanctions? 
The Witness: As sanctions. 


By Mr. Fleming: , 

Q. What you say in effect is, in the case of any commodity on which the 
tariff has not been bound, in removing the embargo later—following ratification 
of the agreement—there is no offence against the spirit or the letter of this 
agreement if Canada imposes an absolutely prohibitive tariff to take the place 
of the removal of the embargo?—A. There is nothing in the agreement that says 
you cannot do that. 

Q. Would you say it offends the spirit of the agreement?—A. Well even 
there, strictly speaking, I do not think it is against the spirit of the agreement 
to put on a prohibitive tariff because you have given notice to the other countries 
in not binding that rate that you have perfect freedom to put on prohibitive 
rates. If the other countres are tremendously interested in that item they had 
the right to press for a binding rate. They would have to give concessions but 
it is a matter for negotiation. If a country refuses to bind a tariff and thereby 
has given notice to everybody, that country has freedom of action with respect 
to that item. 

Q. You made an observation about oleomargarine and used cars. What 
would you say about the third item, used aeroplanes? Is that item bound?—A. 
No. The government may put on any tariff it wishes. 

Mr. Micuaup: Are there many items listed in this schedule which are not 
included or bound? 

The Wrrness: By far the majority of them are included in that schedule 
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: but I believe there are some 800 which are not bound. 

. Mr. MacKinnon: There are 800 or 900 which are not bound. 

| Mr. Beuztte: How many are bound? 

1] Mr. MacKinnon: There are between 1,800 and 2,000 items and sub-items in 


the Canadian tariff. Of those 1,800 items 1,050 are included in this schedule. 
Of the 1,050 600 represent a reduction, and 400 are binding on the present rates. 
Therefore, with respect to the 800 or 900 items not bound in this schedule, the 
Canadian parliament is free to do as it desires. 


. By Mr. Timmins: 
: Q. Is pulpwood included there? 
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Mr. MacKinnon: Yes, it is bound there. 3 . 

Mr. TimMIns: Supposing, by some quirk the United States could get pulp- 
wood from some place other than Canada, they could put up a tariff so that pulp 
could not go from Canada into the United States. 

The Witness: No, that is bound free. | 

Mr. Trmmins: Bound free? 

The Witness: Yes. 

Mr. MacKinnon: Bound against increase? 

Mr. Timmins: I see. 


By Mr. Fulton: | 

Q. Mr. Deutsch, what, in your view, is the effect on the principle embodied 
in the food contracts between Canada and Great Britain at the present time? 
What is the effect of this agreement on those arrangements?—A. This agreement 
has no effect on those contracts, partly because they were drawn up before this 
agreement came into force and partly because they can only be affected through 
complaint, This agreement does not prevent bulk sales and state trading. 

Q. What about the most favoured-nation treatment provision?—A. The 
agreement says you must give non-discriminatory treatment and you must act 
on commercial considerations. If anybody complained about our contracts we 
would have it demonstrate that they were non-discriminatory and that they 
were based upon commercial considerations. Presumably we would so argue 
and if successful we would come within these rules, 

Q. May I put one case to you? It has been suggested that one reason why 
Canada has imposed an embargo against the export of cattle to the ‘United 
States—that is an embargo by the Canadian government—is to keep a meat 
supply in Canada to meet the British food contracts. Not going into the merits 
of whether that is true, would it be a satisfactory answer under the agreement?— 
A. It would not be a satisfactory plea under this agreement. In other words you 
cannot justify your embargo under this agreement by the fact that you had 
made a contract with someone else. 

Q. That would be a breach of the most favoured-nations provisions?— 
A. Not necessarily. You must get the distinction there, Mr. Fulton. An 
embargo may be justified on other grounds. 

Q. Yes, but fundamentally it is a breach of the most favoured nation treat- 
ment to supply all your produce to one country and refuse to supply it to 
another?—A. It depends entirely on whether or not you are followmg com- 
mercial considerations. You must give equal treatment to any country that 
proposes to give you the same bargain. : 

Mr. Lesage: Under state trading? 

The Wirness: Yes, and under bulk sales. In other words if you are going 
to make a proposition as a state traded to sell a certain-quantity of goods, you 
must make that offer available to the other countries and be prepared to give 
equal treatment if they will give you a similar bargain. That is what is meant 
by commercial considerations, 

Mr. Pryarp: How can ‘it be determined? | 

The Wirness: That is one of the matters to which I referred earlier. There 
would have to be built up a system of case law on the basis of concrete cases. 
You could not enter into bulk ‘contracts if they were based on purely political 
grounds or on grounds of say special favours. . 

Mr. Fuutron: Or sentiment. 

The Witness: Or sentiment, or what have you. If they are.made on that 
basis only and are not commercial you could be subject to complaint by others. 
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By Mr. Fulton: 


Q. At the’discussion at Geneva and as far as you knew at Havana were 
there any criticisms implied or expressed of the Canadian and British food 
agreement?—A. No. 

Q. You do not anticipate any complaints?—A. No. There wasn’t one ques- 
tion raised ‘about any of these food contracts. 

Q. Is it so because they antedate the agreement?—A. No, I do not think 
so, not entirely; they were pretty generally accepted as agreements that come 
within the provisions of this agreement. : 

Mr. Lucrer: Not the wheat? 

The Wirness: Yes. 


By Mr. Fulton: 
Q. Do ye give the same price as we do to the United Kingdom? We 
have to do it, do we? | 
Mr.’ Lesaae: There is not one price. There are other conditions. 


The Wirness: That is true. When I spoke of commercial considerations 
it was recognized that there is more than price. It embraces such things as the 
length of the contract, and the quantities involved. These are all commercial 
consideration. It is true a country may quite properly sell at a lower price if it 
gets a contract for a long period of time. 

These are considerations which ordinary private business employs every 
day, and in that sense these things are commercial considerations, and when a 
country complains about the action of another country it must make its com- 
plaint taking into acount all those considerations and not merely price. In 
examining our food contracts other countries would have to take regard of the 
full terms of those contracts—the period and the quantities and everything else; 
and only if they can rest their case on the complete examination of all the terms 
can the matter be considered. 


By Mr. Fulton: 


Q. Would you give us some of the arguments which Canada will be allowed 
or which will be entertained as justifying an embargo against the export of cattle 
to the United States?—A. Well, first of all there are clauses in the agreement 
which permit certain exceptional measures during the transitional period after 
the war. It is recognized at the present time when we have so many wartime 
controls still partially in effect or in the process of liquidation that there are 
many things that cannot be suddenly changed and you must allow a period of 
time for the countries to work out of those circumstances. Many of those 
measures are permitted a country during a certain period of time to liquidate 
those wartime price controls or to carry out arrangements for the equitable dis- 
tribution of supplies where those supplies are scarce. That period is allowed 
until about 1951. Between now and 1951 many exceptions are allowed to take 
care of those particular post-war difficulties. It is under those general rules 
that such a thing as a meat embargo can be justified. After that period is over 
this argument no longer applies. 


Mr. Marquis: When the agreement. will be definitely ratified, if I under- 
stand rightly, this agreement will hamper Canada in selling all her wheat to one 
country if she likes. 

The Wirness: No. Canada could still sell, if she wanted to, all her wheat 
to one country provided it was done on commercial considerations. In other 
words, taking into account the stability of the market, the period for which the 
contract is entered into, the conditions of the contract, the price and so on. If 
it can be justified on commercial grounds there is nothing to stop Canada from 
selling all her wheat to one country. 


210 | STANDING COMMITTEE 


Mr. Fuemrnc: Does that exclude sentimental grounds? 

The Wrrness: You could get into trouble on the ground of commercial con- 
siderations. I think the element of good-will will be included, whether that goes 
very far in the direction of sentiment I do not know. Again you come to the 


question of the necessity to build up case law on these matters and you can only. 


build it after the examination of concrete cases. 


By Mr. Timmins: , 

Q. Suppose France says that she would like to make the same deal?—-A. You 
would have to consider France’s proposal. 

Q. If France was not of the same economic stability as Great Britain would 
that be a factor in determining that we should sell our wheat to one and not to 
the other?—A. Yes, because the selling country has naturally a business interest 
in the stability of the market. If it felt that if it took a contract with France 
that the factor of risk was greater in the case of France than the United King- 
dom that would be a valid consideration. ; 

Mr. Fuuron: You would have to prove it. You could not say that is one 
of the considerations. 

The Wrrness: There you get again into the difficult problem of case law. 
You may have to prove it if you are challenged. 


By Mr. Gour: 

Q. Suppose one country makes a complaint? It is not satisfied with the 
reculations we pass for selling wheat or cattle or oleomargarine. They do not 
agree with our practice and they raise a complaint against us and suppose the 
majority of council says that Canada is wrong and France is one of those coun- 
tries, they say they will not give us the same privilege as the others.—A. That 
is right. 

Q. Therefore, it is the same today as it always was. If France or any other 
country is not satisfied with the way we are dealing and say we are not giving 
them fair play, they are in the same position to say to Canada that we will not 
deal with you, and that would be the end of it as far as the rest of the countries 
are concerned and it would be a matter for the country that complains against 
us. Now, suppose we do something and a country complains against us at the 
assembly when everything will be signed and ratified by all the governments. 
Twenty or fifty nations are there and suppose someone puts in a complaint and 
two-thirds of them say to France, you are right to put in a complaint against 
Canada because she sells all her wheat to Britain. If it is only done by the 
country which complains they could not take away much of the privilege of the 
understanding between the nations. Therefore I do believe it would be the same 
as it is now. If we do something against a country and that country is not 
satisfied with our action it is not ready to give us a preference. If France is not 
satisfied on the matter of wheat she will say, ‘All right, you do not ship us: 
wheat, you do not deal with us equitably and we will not give you a preference 
on something else.” If it is the same as it always was I am in favour of it. Itis 
a good thing, and I can go now. | 


By Mr. Fleming: 

Q. Do you mean to say that the sanction can be applied only by the 
country specifically mentioned and that the other countries cannot apply any 
form of sanction even though they are satisfied that the one country in Mr. 
Gour’s case, Canada, had violated the agreement?—A. Only the countries, 
generally speaking, injured can withdraw concessions from the country that 
is complained about. There are certain types of infringement of these agree- 
ments that might affect all the countries. If we did something that affected 
the rights and privileges of all the rest of the countries presumably the rest 
of the countries could take sanctions against us because they are all affected. 
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Q. They could not do it on the basis of having participated in effect in the 
judgment against Canada?—A. No. 
Mr. Marauts: It is stated in the agreement. 


The Wirness: Yes. These sanctions are not imposed from above, so to 
speak; they are indirect sanctions. That is, other countries may withdraw 
concessions that they made to the member country that is complained about. 
That is all they can do. 


By Mr. Fleming: 

Q. Perhaps we should not talk about sanctions at all. It suggests economic 
sanctions in which all the members would participate. What you say, in effect, 
is the country which has been aggrieved by the action of Canada would have 
the right, in retaliation, to withdraw concessions from Canada which that country 
had extended to Canada by the agreement?—A. That is right. 


By Mr. Marquis: 
Q. The agreement will stand in so far as the other countries are concerned? 
—aA. Yes, and the rest of the agreement will stand as between the two countries. 
Q. You can change the tariff on a few items by way of sanction?—A. Yes, 
so the word, “sanction” is not quite the proper term. 


Mr. Freminc: We had better avoid that word. It is a misleading term. 
The Wirnsss: It is a misleading term. 


By Mr. Pinard: 

Q. In referring to the balance of payments, Article 12, is there any country 
which signed the protocol which could not, at the present time, take advantage 
of that?—-A. Yes, a very important country. 

Q. Any country other than the United States?—A. Perhaps Cuba. 

Q. Does not take advantage of it?—A. And could not, under the present 
circumstances. Of course, the important and significant thing here is that the 
United States is unable to take advantage of that clause. Therefore, when they 
undertake to not impose quantitative restrictions, it means that they cannot 
do it unless they can have access to this balance of payments clause to which, 
obviously, they have no cause to appeal. 


By Mr. Timmins: 
Q. The United States would probably be the only country in that position? 
—A. Yes, it may well be. At the present time there are other countries in that 
position. Switzerland and Cuba are cases in point. 


By Mr. Fulton: 


Q. This is a theoretical question, but I should like the benefit of your 
view. Do you consider, as a result of the application of this principal of non-. 
discrimination, coupled with the fact all countries at Geneva have negotiated 
considerable tariff reductions, there is a danger that you may now have frozen 
international trade in its present channels for some time and that it is going 
to be much more difficult to negotiate further tariff concessions?—A. Mr. Fulton, 
it is the opposite that was expected of this. It was felt that with this agreement 
and the organization which is laid down here, as well as the obligations which 
are undertaken the likelihood of further tariff negotiations would be increased. 

Q. I agree there is an organization for it, but my point is; if I am in the 
position whereby if I give a concession to you I have to give it to 17 other people 
as well, I am going to be less likely to give the concession to you. Then, you get 
that multiplied by 17 nations all in the same position—I do not know how many 
combinations or permutations of that you could have, but I am wondering 
whether there is not the danger that we have really put a rather effective barrier 
in the way of further substantial tariff reductions. If I were free to negotiate 
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with one or two or three countries as I wished, I would probably find an agree- 
ment would be much easier to make?—A. That is true if you look at each 
country in isolation, but when you consider the position of all countries together, 
that is not so true. Even before this agreement came into force the most 
favoured nation rule was very widely accepted. Indeed, the whole process of 
the American tariff agreements was based on the most favoured nation rule. In | 
Canada, the same policy was followed with the exception of the British preference 
which applied only to the British Commonwealth countries. We adhered to 
the most favoured nation rule. 

Q. For how long would you say that had been the case?—A. It hus been 
the case certainly since the first world war. But, of course, in the nineteenth 
century it was very widely the case. So in practice even before this agreement 
you would hesitate a long time before you entered into an agreement outside 
of the most favoured nations rule, because you were then open to retaliation 
from practically the rest of the world and you would hesitate a long time 
before risking that retaliation. | 

Q. Quite so, and largely because there were many individual trade deals, 
put it that way, trade deals negotiated on the basis of ‘individual countries which 
grew up in the period between 1930 and 1935. All countries interested in a series 
of trade contacts carried them on on an individual basis. They may have 
intended eventually to enlarge the field of trade relations. I think we could say 
that they were carried on on the basis of individual nations, and then looking to 
certain other nations to extend it to.—A. No, that was not the case before the 
war, with one or two exceptions; two exceptions perhaps to that rule were 
Germany and Russia. All the rest of the world by and large have conducted 
their commercial policy-on the basis of the most favoured nation rule. 


By Mr. Blackmore: 

Q. Have you finished with that, Mr. Deutsch?—A. Yes. 

Q. Is it not the case that there were two distinct kinds of most favoured 
nation- treatment, the conditional and the unconditional? Now is it not rather 
important that we get the distinction between those two? And the obligations 
to which you have just been referring, are they not applications of the conditional 
most favoured nation clause while what is being insisted on all through this 
treaty is the unconditional most favoured nation clause?—A. No. This agree- 
ment says you must give any most favoured nation treatment to other countries 
who have signed this agreement. 

Q. That is unconditional so far as all the people who signed this agreement 
are concerned?—A. Yes, in that sense; of course, you are getting concessions 
from all the countries which have signed the agreement. 

Q. Were there any cases of unconditional most favoured nation treatment 
before 1922?—A. I cannot answer that offhand. 

Q. I do not believe there were. I think the United States really interpreted 
the most favoured nation clause as unconditional in 1922. I imagined they were 
working consistently toward that interpretation since 1922, and so were largely 
instrumental in having the matter established and made world wide in this set 
of agrements—A. Yes, world wide in so far as they and all countries who become 
signatories to it are concerned. 

Q. Right—A. But there is no obligation, Mr. Blackmore, to give most 
favoured nation treatment to a country which has not signed this agreement. 

Q. Yes, but if a nation has signed it then you are committed to the uncon- 
ditional most favoured nation treatment—A. Within that group of countries 
our preferential tariffs, the preferential tariffs that now exists within the British 
Commonwealth, are recognized as an exception to the most favoured nation 
treatment. 

Q. And therefore I was just wondering if what you said a few moments ago 
was not subject to a certain amount of revisions in the light of that fact; that 
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if all of the 19 signatory countries enjoy that most favoured nation clause we 
a hardly be able to classify it as unconditional, but rather conditional ?— 
. Yes. 

Q. It was a special favour that one nation conferred upon another nation, 
and probably one or two others who were special friends. It never was the idea 
that the concession was to:apply to a dozen—A. No. I was not making any 
distinction between the two, the unconditional and the conditional. 


rs, By Mr. Fleming: 

; Q. Would it be correct to speak about this as being unconditinal most 
; favoured nation treatment when you have so many escape clauses in the agree- 
Fs ment which you have signed here?—A. All the escape clauses do not relate to 
‘3 the most favoured nation rule. 

E Q. With the idea of the most favoured nation rule I take it we are including 
also this rule of nondiscrimination?—A. Well, in a large sense you can include it, 
but technically it is not the term they use here. Here the most favoured nation 
rule applies to tariffs. That is the technical meaning given to it here. When 
we come to non-tariff items we talk about discrimination and non-discrimination, 

Q. In exercising the rights given by this agreement to a nation to act in 
its own defence in the case of balance of payment problems is it committing 
any offence ‘against the principle or letter of this agreement to depart from the 
rule against discrimination?—A. No. For a transitional period after the war 
certain leeway is given with respect to discrimination. 

Q. I do not want to be leading you into a situation that your answer may 

be thought to apply to unless you intend it so to apply. When Canada took 
steps last November and since to sprotect its exchange position with relation to 
the United States was it under any obligation legally or morally under this 
agreement to observe the rule of non-discrimination?—A. It was under no legal 
obligation. 
Q. Was it under any moral obligation?—A. Yes, I think it was partly 
under a moral obligation in this sense that the spirit of the agreement clearly 
implies that you will not resort to discrimination unless you have very .good 
grounds for doing so. In our case the government may have reasoned that our 
erounds for doing so, taking into consideration our own long term interests, were 
not sufficient for a policy of non-discrimination. 

Q. Perhaps if we get into the realm of moral considerations we may find 
ourselves—A. Not only moral but also our own long term interests. 

Q. I will put it on the basis,of the legal consideration. Perhaps that is as 
far as we ought to go on this question. I understand your answer to be that 
when we have a critical exchange situation with the United States entitling us 
to invoke the balance of payment clauses that we are under no legal obligation 
to apply the non-discrimination rule to the solution that we sought to apply 
there. At the present time and last year when the program was put into effect 
we were under no legal obligation. | 

Q. To observe the rule of non-discrimination.—A. No, because in the first 
place there is a clause in this agreement which says that until January 1, 1949, 
the rules regarding non-discrimination shall be suspended. That is the first 
consideration. By that clause alone we were ‘under absolutely no legal 
obligation. 

Q. That would apply from November 17 to December 31?—A. No, January 
1, 1949. 

Q. Oh, January, 1949.—A. Secondly, even after that date there are allowed 
under this agreement certain exceptions to the rule of non-discrimination for 
a temporary period after the war which may be as long as five years, 1952. You 
may practise discrimination within certain broad rules which are laid down here. 
You are perfectly within your rights if you come within those rules. 
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Q. Then on several grounds Canada could have applied these exchange 
restrictions against the United States without applying exchange restrictions 
against any other nation?—A. Yes, that is correct; from a legal standpoint 
that is correct, but there are other considerations involved, and that is our own 
long term interest, the general spirit of these undertakings, and so on. 

Q. That is outside the agreement?—A. That is outside the agreement. That 
is a question of our own interest. 


By Mr. Blackmore: 

Q. To use a simple little illustration we could have imported lettuce from 
the West Indies all during the winter without in any way violating the non- 
discrimination agreement?—A. Yes, as far as this agreement is concerned we 
could have done so. That is as far as the legal requirements are concerned. 
I say there are other considerations which— 

Q. For example what?—A. Which the minister of Finance has stated. The 
Minister of Finance has explained the reasons that moved the government in 
these matters. There are questions of our own interest, our relations with other 
countries, particularly our relations with our great neighbour to the south. The 
government obviously had to take into account what the effect upon that country 
might be. 

Q. Would it be in order to revert to No. 5 for a minute or two? 

Mr. Jamnickxe: There is just one question I would like to ask on British 
preference. We can reduce the British preference, Mr. Deutsch? 

Mr. Timmins: Yes, on any item. 

The Witness: Excuse me, I was talking with the chairman. 

Mr. JAENICKE: With respect to British preference we could reduce it? 


The Witness: We could reduce the British preferential rates provided that 
we did not widen the margin of preference. 


Mr. BuAcKMorE: Or we could increase it? 


The Witness: We could increase the most favoured nation rate but we 
must not widen the margin of preference. Also, if we lower the rate, then we 
must bring down the most favoured nation rate pro rata. 


By Mr. Jaenicke: 
Q. If we reduce the rate in part 1 down to the British preference that 
eliminates the British preference?—A. That is right. : 
(). And we could never restore it?—A. If you lowered it again you would 
have to bring down the most favoured nation rate so as not to widen the margin. 


By Mr. Blackmore: 


Q. May I ask a question on Article No. 5. I am now dealing with a case 
that is taking place in Ontario where one nation is transporting food by trucks 
across the territory of another nation. Was there any understanding whereby 
a nation so doing had to make provision for looking after the roads, or can it just 
go in and use the roads and break them up without any compensation being 
offered?—A. No, this agreement would not prevent any country from imposing 
such reasonable conditions and requirements as it wished with regard to the 
use of roads and that sort of thing. 

Mr. Trumins: Such as licences? 

The Wirngss: Yes. 


By Mr. Blackmore: 


Q. In other words, Ontario will be completely in order when she insists that 
the United States, before using her roads, shall pay?—A. Yes, it is quite correct 
if it is a fee that is within reason. Obviously it would be contrary to the 
undertakings to impose such regulations as would nullify the undertaking. In 
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the case of trucking Canada might say that the United States trucks would have 
to pay $5,000 every trip and that would nullify the purpose of the undertaking. 


That would be a colourable device to circumvent the undertaking and would be 
wrong, but there is nothing to prevent Ontario or any other province from putting 
into force reasonable regulations and reasonable charges. 


By Mr. Fleming: 


Q. Mr. Deutsch, did you read this morning’s paper?—A. Yes. 
Q. You are aware that the Ontario government, in the exercise of its juris- 


‘diction over its own highways, has said that it will not extend licences to 


American truckers to operate on Ontario highways?—A. Yes, I saw that. 

Q. That means that article 5 is not going to have very much application, 
and it will prevent the movement of United States trucks in Canada as far as 
Ontario is concerned?—A. Yes. 


By Mr. Blackmore: | 
Q. I was wondering whether some provision had been made at the conference, 


at least tentatively, to meet such a situation? I do not think that Ontario 


particularly wants to keep United States trucks off her road but she does not 
want to spend $1,000,000 every once in a while repairing her roads because huge 
trucks, weighing 30 tons or so use the roads and destroy them. Was there 
anything agreed upon in connection with that matter?—A. The specific case 
was not discussed at Geneva in that sense. 

Q. Were there any general principle discussed which would cover such a 
case?—A. The general principle was discussed but the type of regulation which 
should be applied or imposed was not discussed. Presumably that is something 
ee the province of Ontario would determine; it would not be a federal matter 
only. 

Q. Quite obviously there could be international friction if the United States 
wished to press the matter?—A. Yes. 

Q. We should have some way of amicably settling the difference?—A. At 
Geneva it was realized that a lot of problems would arise and there was no 
attempt to foresee all the things which would arise and no attempt could be made 
to settle them beforehand. 


By Mr. Jackman: 

Q. I understand if the British preference were reduced we would have to 
reduce the most favoured nation rate?—A. Yes sir.. You may not, under this 
agreement, widen the margin of preference. 

Q. You are not widening it, you are lessening it?—A. If you reduce the 
preference or margin the M.F.N. is increased and you are not permitted to do 
that. You can maintain your existing margins if you wish, but you are not per- 
mitted under this agreement to widen the margin. 

Mr. Buackmore: I wonder if Mr. Deutsch would give us a dissertation on 
that at another time. I am afraid we have not got a quorum at the moment. 

The Cuamman: Mr. Deutsch cannot be here next week. 

The Wrirness: I can be here on Thursday next. 

Mr. BiacKmors: I am of the opinion that this is the most difficult thing to 
elucidate in the whole agreement and I wish Mr. Deutsch would do that some- 
time. 

The Wirngss: I may say I have not attempted to explain that before. The 
question has not come up; but I believe Mr. McKinnon would be in a better 
position to give you a fuller statement than I could. 

Mr. JackMAN: When we do meet again could Mr. Deutsch give some account 
of what happened at Havana with regard to article 18, concerning undeveloped 
countries? 
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The Witness: Yes. It is a lengthy subject and it is fairly complex, but I 
am at the disposal of the meeting. 

Mr. JACKMAN: Surely we can settle this arithmetical matter. We have a 
15 per cent preference against Great Britain and a 30 per cent one against the 
United States. If you reduce the British preference down to 10 per cent why 
do you have to change your most favoured nation rate? 

Mr. McKinnon: I think Mr. Jackman means if you reduce the British 
preferential rate from 15 to 10 you would have to reduce the most favoured 
nation rate from 30 to 25 to preserve the preference which is the margin between 
the two. 

The Witness: The M.F.N. rate is 30 and the preference is 20 per cent. It 
is a margin of 10 per cent, an absolute margin. I am speaking in terms not of 
preference rate but the absolute margin which is 10 points—between 30 and 20 
—and that margin of 10 you may not enlarge. — 

Mr. Fiemine: You could reduce it. but not enlarge it? 


The CHatrMANn: Gentlemen, we have no quorum. A motion to adjourn is 
in order. The committee will adjourn to the call of the Chair. : 
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ORDER OF REFERENCE 


; Tuurspay, April 22, 1948. 
oe -Ordered,—That the name of Mr. Probe be substituted for that of Mr. 
Thatcher on the said Committee. 


Attest. 


ARTHUR BEAUCHESNE, 
; . | Clerk of the House. 
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MINUTES OF PROCEEDINGS 


Room 429, Housn or Commons, 
Tuurspay, April 29, 1948. 


The Standing Committee on Banking and Commerce met at 8.30 o’clock 
p.m. Mr. G. Edouard Rinfret, presided. 


Members present: Messrs. Blackmore, Fraser, Fulton, Gour (Russell), 
Harkness, Harris (Danforth), Hazen, Irvine, Jaenicke, Michaud, Pinard, Probe, 
Quelch, Rinfret, Ross (Sours), Timmins. | 


In attendance: Mr. H. B. McKinnon, Chairman of the Tariff Board, Mr. 
W. J. Callaghan, Commissioner of Tariffs; Mr. R. Cousineau of the Tariff 
Board; Mr. J. J. Deutsch, Director of the Economic Relations Division, Depart- 
ment of Finance; Mr. Hubert R. Kemp, Director of Commercial Relations Divi- 
sion, Louis Couillard, Commercial Relations and Foreign Tariffs, Mr. A. L. 
Neale and Mr. G. C. Cowper, of the Department of Trade and Commerce; Mr. 


A. Richards of the Department of Agriculture. 


The Vice-Chairman read communications received from the Canadian 


~ Chamber of Commerce. The Federation of Agriculture, the Horticultural 


Council, Canadian Manufacturers Association, and Fisheries Council of Canada. 
(See Minutes of Evidence). 


The Committee considered Schedule V to the General Agreement on Tariffs 
and Trade negotiated at the Second Session of the Preparatory Committee of 
the United Nations Conference on Trade and Employment, held at Geneva 
from April 10 to October 30, 1947. 


Mr. H. B. McKinnon was called and examined on the Agreement and mat- 
ters relating thereto. In the course of the witness’ deposition, Messrs. Kemp, 
Couillard, Richards and Neale answered certain specific questions. 


On the suggestion of Mr. Jaenicke, it was decided that the Steering Com- 
mittee would meet at 2.00 p.m. Friday, April 30, 1948. 


At 12.40 o’clock p.m. the Committee adjourned to meet again at 8.30 o’clock 
p.m. Tuesday, May 4, 1948. 


ANTOINE CHASSE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Hovusr or COMMONS, 
Aprit 30, 1948. 


The Standing Committee on Banking and Commerce met this day at 
8.30 p.m. The Vice-Chairman, Mr. E. Rinfret, presided. 


The Vick-CHAamRMAN: Gentlemen, we will come to order. The secretary 
hands me here copies of letters which have been sent to the respective secretaries 
of the Fisheries Council of Canada, the Canadian Chamber of Commerce, the 
Federation of Agriculture, the Canadian Horticultural Council, and the 
Canadian Manufacturers’ Association. These letters were invitations, in a 
general way, advising the associations of our sessions and inviting them to 
attend. Here are the replies which I will read. The Canadian Federation of 
Agriculture, replies as follows:— _ 


April 16, 1948. 


Mr. ANTOINE CHASSH, 

Clerk of the Committee, 

Standing Committee on Banking and Commerce, 
House of Commons, 

Ottawa, Canada. 


Dear Sir,—We have your letter of the 14th notifying us that there 
will be a meeting of your committee with respect to tariffs and your 
invitation for us to appear. 

I may say that we have no desire to make any presentation to your 
committee on this matter. 


Yours very truly, 


(se¢d.) C. G. GROFF, 
Secretary-Treasurer. 


The Canadian Horticultural Council, writes as follows:— 
April 22, 1948. 


Mr. ANTOINE CHASSE, 

Clerk of the Committee, 

Standing Committee on Banking and Commerce, 
House of Commons, 

Ottawa, Canada. 

Dear Sir,—I have your letter of April 14th, advising that should this 
council be desirous of appearing to make representations respecting the 
general agreement on tariffs and trade, the Standing Committee on 
Banking and Commerce of the House of Commons will be pleased to 
arrange to hear our representatives. 

I have been instructed to advise you that, while the council is most 
appreciative of the invitation, it does not desire to make representations. 

Yours very truly, 
(sed.) L. F. BURROWS, 
Secretary-Treasurer. 
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1948, addressed also to the Secretary of the Committee reads as follows:— 


A telegram from the Canadian Manufacturers’ Association dated April 23, — 


Your telegram twenty-first stop the association thanks the committee — 


for providing the opportunity to appear and to make representations in 
regard to the general agreement on tariffs and trade stop I am instructed 
to inform you that the association does not wish to make any repre- 
sentations at this time. os ae 
(sed. J.D. STIRRETT, 
General Manager, 
Canadian Manufacturers’ Association 


The Canadian Chamber of Commerce writes as follows:— 


The Board of Trade Building, 
Montreal, 16th April, 1948. 


Mr. ANTOINE CHASSE, 

Clerk of the Standing Committee on 
Banking and Commerce, 

House of Commons, 

Ottawa, Canada. 


Dear Sir: : 

I wish to acknowledge your letter of April 14 and to thank you for 
extending an opportunity to the Chamber to make representations, if it 
so desires, to your committee of the House in connection with the general 
agreement on tariffs and trade which has-been negotiated this past year. 
I shall have pleasure in consulting the Foreign Trade Committee of the 
Canadian Chamber and shall communicate their views to you in this 
connection ‘as soon as possible. | 

As yet we have not received the conclusions of the meeting at Havana 
and if printed copies are available, we shall appreciate receiving a small 
quantity. : 
Yours very truly, 


(sed.) D. L. MORRELL. 


The Fisheries Council of Canada writes as follows:— 


Mr. ANTOINE CHASSE, | 
Clerk of the Committee on Banking and Commerce, 
House of Commons, 

Ottawa, Ontario. 


Dear Sir: | 
This will acknowledge your letter of April 21 advising this council 


that the Standing Committee on Banking and Commerce of the House 
of Commons has had referred to it for consideration the General Agree- 


-ment on tariffs and trade including the protocol of provisional application 


thereof, together with the complementary agreement of October 30, 1947, 
between Canada and the United States of America. 
May I express through ‘you’ to the chairman and members of the 
committee, the appreciation of the president and directors of this council 
for your courtesy in making provision to hear representations concerning 


the Geneva Trade Agreements at some future sitting of the committee. 
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I have notified the appropriate officials of the council, and may 
expect within the next few days to submit the views of the council on the 
person to make representations, and solicit from you a date which would 
be acceptable to the committee. 

In all probability the industry will desire to have representations 
made concerning particular divisions of the industry on the Pacific and 
Atlantic coasts. Under these circumstances I am sure you will appreciate 
the necessity for some advance notice, so as to permit the persons who 
will make representations, reaching Ottawa to be available at the pleasure 
of the committee. 


Yours very truly, 


(sgd.) CLIVE PLANTA, 
Secretary-M anager. 


The secretary of the committee has advised the Fisheries Council to be 
ready to send representatives here either for the 4th or the 11th of May. Those 
are the organizations to which the steering committee instructed the secretary 
to write. If there are any other persons with whom the committee would like 
us to communicate I would be very glad to be advised now. If there are no 
further instructions we will proceed with Mr. McKinnon immediately, 


Mr. Futton: Just before we call Mr. McKinnon, Mr. Chairman, would 
you say whether we have finished with Mr. Deutsch? : 


The Vich-CHAIRMAN: We have not finished with Mr. Deutsch but at the 
present time he is in New York and cannot attend. 


Mr. H. B. McKinnon, Chairman of the Tariff Board, called: 


The Wirness: Mr. Chairman and gentlemen: I know that the committee 
desires to examine Mr. Deutsch further regarding the general provisions in 
the agreement, but Mr. Deutsch is in New York this week at a meeting of 
one of the commissions of the United Nations. I think that at the close of 
the last meeting it was the opinion of those present that we could have a 
meeting or two and proceed with the examination of those of us who had to do 
with the tariff negotiations. Probably, Mr. Chairman, you will suggest that we 
address ourselves more particularly to the schedules tonight. Those of us 
who had to do with the tariff negotiations are here and we are prepared to 
answer questions with respect to the schedules. I wonder if the committee 
would mind if I took three or four minutes, as an introduction to the study 
of the schedule in detail, to review very briefly the background of both the 
Charter and the Agreement, not with a view to repeating anything which Mr. 
Deutsch has said but rather for the purpose of making clear the relationship 
of both the Charter and the Agreement—more particularly the Agreement— 
to the schedules of tariff items which will be discussed at a further meeting. 
At the second session of the Preparatory Committee, held in Geneva during 
the spring, summer, and I am sorry to say the fall of 1947, the work of the 
Canadian delegation, and indeed the work of every country’s delegations, 
fell into two related but distinct parts. One part of our delegation in one wing 
of the League of Nations’ headquarters—the old Palais—spent the summer 
formulating a draft Charter to be sent on to a World Trade Conference at 
Havana. The rest of our group spent the summer in actual negotiation on 
tariff items with other nations represented at Geneva: Now, in carrying out 
the tariff negotiations we took cognizance of and were to a very considerable 
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extent guided by some of the general principles to which Mr. Deutsch has 
referred, and which we knew to be finding their way into the draft Charter. © 
I said: “knew to be finding their way into the draft Charter” because many 
of them, indeed the most important of them, had already been formulated - 
and agreed upon at the first meeting of the Preparatory Committee in London - 
in the preceding year, 1946. I might give you an illustration of what I have 
in mind when I say we took cognizance of them and were guided by them, 
by reference to the matter of preferences. The provisions regarding preferences 
had been very thoroughly thrashed out in London in 1946 and they were 
briefly these: In the negotiations no existing preference might be enlarged, 
no new preference might be created, and any preferences that remained in 
effect at the time the negotiations were completed might in future be negotiated 
with other countries that might seek to join—shall I call it the “Club”. 


_ Now, towards the end of the summer it became obvious that the efforts in 
the two streams of work, if I may put it that way, were tending to merge. 
To those of us who were conducting the tariff negotiations it became quite 
certain by the late summer that there would emerge at Geneva a draft 
Charter. I do not pretend for one moment that any one of us thought it was 
a perfect Charter, or that any single delegation present thought it was a perfect 
Charter, but by the end of the summer it had become obvious that a Charter 
would result. It had become equally obvious that a large number of bi-lateral 
tariff negotiations would be successfully concluded. I say ‘bi-lateral’ because, 
of course, the many trade agreements worked out at Geneva were, in the 
first instance, bi-lateral. That is to say, if I might illustrate it by reference 
to the Canadian delegation, we negotiated with some sixteen countries and 
successfully completed sixteen negotiations which were in the first instance 
bi-lateral. Similar negotiations were carried out by the United States, the 
United Kingdom, France, Benelux, ete. Once it had become certain in the 
minds of the delegations that the results were. coming in the form of a draft 
Charter, and that results were coming from the other line of effort in the form 
of completed tariff negotiations, it became manifest that it was important 
to marry the two streams of effort—to merge the two jobs that had been done. 
There were one or two over-riding considerations behind that conclusion. The 
first is illustrated by the old proverb that ‘a bird-in the hand is worth two in 
the bush”. We knew we had a draft Charter in hand, even though it was not 
a perfect Charter. There was also the consideration, very keenly felt. by 
the twenty-three countries at Geneva, that it would be too bad to lose the 
ground that had been gained at Geneva in respect to tariff negotiations looking 
toward the removal of barriers to trade. It was also clear it would not be 
good enough to go home with nothing but schedules. In other words some 
flesh had to be put on to the skeleton, some living force had to be given to 
the bare schedules. Therefore, when it became certain a draft Charter would 
emerge and that tariff negotiations would be successfully completed it was 
decided by the delegates present that they would put into one instrument all the 
schedules—of which there were twenty—plus those articles borrowed from the 
draft Charter; the single instrument is what is called the General Agreement. 

Probably I have repeated some of what Mr. Deutsch said, but I think the 
repetition may make more clear to the members of the committee the facts of a 
very complicated situation: namely, that the General Agreement is simply an 
abridged edition of the first draft of the Charter plus the schedules of tariff 
concessions. 

Some member of the committee might say; ‘Well, why was it necessary 
to borrow from the Charter, which is only a draft Charter, certain provisions 
and put them in front of the schedules and call that an Agreement?” Well, 
obviously, many of these were necessary; particularly those which for years have 
been standard in any commercial treaty or trade agreement. The one that 
first comes to mind, of course, is the clause about most-favoured-nation treat- 
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ment, inclusion of which was the practical and normal way of generalizing 
among all the participants the results of scores of bilateral tariff negotiations. 
Also very important in our mind was the matter of valuation. A great deal of 
work had been done on that at Geneva which had never been attempted before— 
the formulting of a uniform set of principles regarding valuation for duty pur- 
poses—and otherwise that would have been lost. It was equally desirable and 
wise to put into clauses régarding quantitative restrictions; and those about 
dumping duties. The latter is a simple example, but it is a very important one. 
It would have been very unwise for the delegates to break up at Geneva, having 
accomplished a great deal of work in tariff negotiation and having achieved 
a draft Charter, not to put into the Agreement some provision regarding such a 
common matter as dumping. 

Then, to go back to the point to which Mr. Deutsch I think referred several 
times, Mr. Chairman: there had to be created what is somewhat akin to the 
provisional directorate of a company being incorporated: namely, a body to 
carry on until the time when there would be a Charter and an international 
trade organization. One representative from each of the contracting countries 
will sit with his opposite numbers, ‘all comprising a sort of provisional dir- 
ectorate, and when acting jointly in such capacity, they are referred to in 
the Agreement as the Contracting Parties with capital letters. That group will 
act as a sort of interim trade organization pending the institution of the more 
formal I.T.O. envisaged in the Havana Charter. Having achieved, therefore, 
a General Agreement it was then provided by means of a protocol that such 
countries as were able to do so should bring the Agreement, including the tariff 
schedules, into effect provisionally. Eight countries agreed to do so and, since 
we left Geneva, Cuba has signed the protocol of provisional application. 

I would like to emphasize what Mr. Deutsch said in his evidence, that it is 
the General Agreement we are discussing and not the Charter, which is not yet 
before parliament. No one knows exactly when the Agreement will be ratified 
by the parliaments of all the countries concerned or when it will be brought fully 
into effect. In some countries that will be done more quickly than in others 
because their legislative and constitutional procedures permit it. In our own 
case, and in that of Britain and the United States, it was possible to bring it 
into effect provisionally. 

Having given that very brief review I hope it will not be felt by the com- 
mittee, Mr. Chairman, that I have wasted time, because it seemed to me to be 
a necessary link with the talks that have been given by Mr. Deutsch at the earlier 
meetings. I know that Mr. Blackmore in particular wanted to discuss prefer- 
ences; and I think also Mr. Jaenicke, and Mr. Fulton was anxious to know more 
about the international trade organization in its final form. Mr. Deutsch will 
be prepared to deal with the latter item at a future meeting. 

As officials, we have frequently referred, perhaps a little too glibly, to 
schedule V and some may wonder why it is numbered schedule V; and where 
the others are. There are appended to the General Agreement twenty schedules, 
each schedule representing a signing country. A number was allotted to each 
country. The number allotted to Canada was V. We can therefore show in 
detail all the concessions given because they are all included in schedule V, which 
has been printed and distributed. We cannot show in one document the con- 
cessions we secured, because they are included in the other nineteen schedules. 
These cover some 45,000 to 50,000 tariff items in the tariffs of nineteen or twenty 
countries. But anyone wanting to know at any time what concessions Canada 
got on any commodity and from any country represented at Geneva can get 
that information in detail from the Foreign Tariffs Division of the Department 
of Trade and Commerce. 

Just before we start on the schedules, Mr. Chairman, I might repeat what 
I said the other night; that of about 2,000-odd items and sub-items in the whole 
Canadian tariff, schedule V, being the Canadian concessions at Geneva, includes 
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shall we say in round numbers 1,000 items in 600 of these the most-favoured- 
nation rate is reduced; in the other 400 it is bound against increase; that is at 
the rate which prevailed before Geneva. In addition you will find in schedule 
V, what-is called Part Il, which represents the results of specific negotiations 
with the United Kingdom and one or two other countries of the Commonwealth. - 
Schedule V, Part I, relates to foreign countries; Part II, relates to intra- 
Commonwealth negotiations and included therein are about 100 items of our 
tariff in which the United Kingdom or South Africa or some other part of the 
Empire expressed a particular interest and which as a result of negotiations 
were included in the schedule. Every time the most-favoured-nation rate alone 
was reduced it naturally and necessarily narrowed the margin of preference. 
But in every single case in which that happened, it was done with the con- 
currence of the other countries concerned. In that process the preference in 
our tariff was eliminated on same 94 items of 1,050. At first, perhaps, that 
might seem to be a drastic elimination of preferences, but when, as I say, not 
a single one of them was done without the concurrence of the other contracting 
parties in the Commonwealth; and when also those 94 items included such 
items as those relating to fresh oranges, fresh grapefruit, dried prunes, and 
anthracite coal—it gives some indication of the nature and extent of the 
elimination of preferential margins in the Canadian tariff. I can assure the 
members of the committee that a great many of them caused not the slightest 
disturbance to other members of the Commonwealth with whom they were 
discussed. Equally, it was true on Mr. Kemp’s side, that no preference of ours 
in the United Kingdom or in any other part of the Commonwealth was elim- 
inated or reduced without full consultation and without the concurrence of the 
Canadian delegation. In other words all the way through, for eight months, 
it was continuous daily consultation in the tariff-negotiating field, producing, 
ultimately, sixteen completed agreements; just as, in the other part of the 
work, it was continual compromise, if you like, for eight months, finally resulting 
in a draft charter which was later amended, as Mr. Deutsch thas shown you in 
more detail, at Havana; not substantially, and which now awaits ratification 
by the 51 or 52 countries which signed at Havana. 


I think, probably, Mr. Chairman, that is sufficient as a general introduction 
to study of the schedules. 


By Mr. Harris: | 
Q. Before Mr. McKinnon retires, I wonder if he would give us a-word 
or two with regard to the progress being made in the United Kingdom and, 
particularly, the progress being made in the United States in getting this closer 
to the statute books?—A. All I know in respect to the United Kingdom, Mr. 
Harris, is that a debate occurred in the British House, I should think, very 
early in February or late in January. I think it was a matter of a one-day 
debate and, so far as I know, the agreement is approved but has not yet been 
formally ratified. In the United States, there is no question it was the inten- 
tion, a completely honest intention, to get the instrument before Congress 
at this current session. However, the proceedings at Havana were so pro- 
tracted and the congressional program became so complex, so filled up with 
other urgent matters, they have not been able to do it. As Mr. Deutsch 
said the other night, we doubt very much that Congress will see the Agree- 
ment or the Charter until sometime in 1949. With regard to the other countries, 
sir, I do not know of the agreement having been ratified as yet in a single 
country. . 
Mr. JAENICKE:- I have an item here from the Christian Science Monitor 
of January 31, 1948, which says, | . 2 . 
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_ The House of Commons has endorsed by 256 votes to 111, the 
British government’s acceptance of the International Trade Agreement 
signed at Geneva last October. 


. The Wirness: Then, I was a little wrong. From memory, I said Hetiely 
in February”, but apparently the British acted in January with regard to 
approval by Parliament. 


By Mr. Timmins: 


_Q. Can you tell us something about these 94 items on which you say the 
tariff was reduced? Is this a proper place to bring this matter up? 
The Vicr-CuarrMAN: I was going to ask whether there were any general 
questions? 


By Mr. Jaenicke: 


Q. Are not they the items in part 11 of Schedule V?—A. No, those in | 
Part II effect reductions in the British preferential rate. 


Q. This Part II, Schedule V, is not that all that is left of the British 
preference?—A. No. 

Q. How many items would be in the British preference altogether?— 
A. Well, there are roughly, shall we say, 2,000 items, if one includes all the 
sub-items, in the tariff. There are several hundred items which are “free across 
the board.” In all that are not free across the board, with very few exceptions, 
there is some element of preference. As I say, we have eliminated the preference 
in only 94 itms out of about 1,050 that were dealt with at Geneva. 


By Mr. Fulton: 

— Q. On how many items has the United Kingdom reduced the preference 
accorded to Canada?—A. That is a question for Mr. Kemp, but I would answer 
it in a very general way. If we think of substantial preferences, preferences 
that really amount to something in dollars and cents in trade, you could almost 
count on the fingers of one hand the preferences that were eliminated; that is, 
preferences that Canada enjoyed in other parts of the Commonwealth. And 
you could count almost on the fingers of two hands preferences we enjoyed that 
were reduced in other parts of the Commonwealth. I am talking of course about 
substantial preferences. 


By Mr. Timmins: 

Q. Is there any reference in the schedules which have ‘been covered in this 
item No. 2 of our Standing Committee on Banking and Commerce, to cover 
these 94 items?—-A. Yes, I think there is a special paragraph in the press 
release, Mr. Timmins. You are talking now, sir, of the Canadian tariff? 

Q. That is right, yes—-A. The most precise way of finding that is, of 
course, from the headings to the Schedule, relative to present rates, British 
preferential and most-favoured-nation; and, proposed rates, British preferential 
and most-favoured-nation. On those items where the two proposed rates are 
the same, the preference is eliminated. 


By Mr. Irvine: 

Q. May I ask you a question? Would it be possible for you to prepare for 
us a complete list of those $4 items for the next meeting?—A. Yes, I think that 
would be possible. That would answer Mr. Timmins’ question also and it 
would be quite easy for us to bring the list of items. I have mentioned three 
or four of the most substantial of these. Whether you look at it from the 
point of view of a loss to the other Commonwealth partner, or whether you look 
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at it from the point of view of a gain to the United States or some other cuntry, 
probably the most substantial preference which has been lost in our tariff, I 
should think, was the preference on anthracite coal. 


By Mr. Harris: 


Q. And the one on tin plate was:a serious one?—-A. I will make a special 
reference to that later. Anthracite coal formerly entered free of duty from the 
United Kingdom and paid a duty of 50 cents per ton under the most-favoured- 
nation tariff. Now, as the result of Geneva, anthracite coal is on the free list 
and the preference is eliminated. I am not suggesting for a moment that that 
did not, shall we say, bother the United Kingdom delegation for a little while; 
of course, the loss of any preference bothers any delegation which has to come 
home and give an account of its stewardship. However, it appeared that it 
might be some considerable time before the United Kingdom would be in a posi- 
tion to again supply anthracite coal to Canada. 


By Mr. Timmins: 


| Q. They had lost that trade during the war, pretty well?—A. Exactly, and 

I had been going on to say that it might be some considerable time before 
they would again be in a position to supply very much to Canada. Moreover— 
and some may feel that this is a consideration which, ordinarily, civil servants 
negotiating tariffs should keep in mind, but we could not forget it—from time 
to time the fuel situation in this country is such that we are almost on our knees 
to the United States in connection with a supply of anthracite coal. On several 
occasions as members of the committee will remember, the United States has 
been forced to institute a degree of rationing in its own country in respect of 
coal and has always striven to see that supplies for Canada were maintained 
at a fair standard. 


Q. Having regard to the fact that oil is in short supply in Canada and oil 
prices are going up, we would be wanting more and more coal but we have lost 
that British coal preference forever, have we not?—-A. You mean we cannot— 


Q. We will never be able to get that preference back again in so far as 
coal?—A. No, not under the Agreement. 

Bk At least, the British will never get the preference back again?—A. That 
is right. 

Q. Under Geneva?—A. Yes. I do not say that Britain was not bothered 
by it. Of course she was, but Britain concurred in it. It was impossible to get 
agreement among some 16 or 17 countries without making some concessions. 
The concession on anthracite coal was of prime importance to the United States. 
I have often been amazed, as an official, that they attach such importance to 
it when we are so dependent on them for it, but the fact is, they do. The 
members of the committee will agree it was not a very great preference, any- 
way, on coal that pre-war was laid down in Canada to sell at retail at $14.50 and 
$16 a ton. Fifty cents a ton was not a great preference, and we decided to 
drop it. I say “decided” because all this is subject to ratification by par- 
lament. However, the officials on the spot had to do the negotiating. 

(). I am sorry I am usurping so much time, but I want to ask one more 
question. Suppose in the future we wanted to do some bartering with Great 
Britain. We will say that we want that coal and we have something here 
that they want very badly, wheat. Can we under the Geneva Agreement 
barter our wheat for their coal?—A. I would think we could, but that question 
is taking us into the more general provisions. Mr. Couillard, who was acting 
for Mr. Deutsch at Havana, would be able to answer that more clearly than I. 
I do not think there is anything under the Agreement that would preclude such 
a transaction. 
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Mr. Covurtiarp: I would agree with that statement. A bilateral com- 
modity deal would of course have to be based on commercial considerations, to 
which I see Mr. Deutsch referred. 


Mr. Timmins: I noticed he did. That is the reason I mentioned it. 
Suppose we decide to do that on 10 or 15 different articles in Canada with 
10 or 15 articles in Great Britain by bartering. Would that be precluded or 
would that be included? 

Mr. Courtuarp: I would interpret the present provision of the charter 
to mean that this type of deal would come under the state trading provision. 
The state trading provision as contained in the agreement is quite short and 
in abbreviated form from the Geneva draft charter. What is now contained 
in the Havana charter, however, is fairly well the same in substance as you 
have now in the General Agreement, and the basic criteria on which these 
governmental deals are judged are commercial considerations such as. price, 
quality, marketability, transportation, availablity of supplies, including the 
long-run availability of supplies, volume of business involved, etc. 

Mr. QuEtcH: Could a barter agreement of that kind be carried out if it 
were considered to be deterimental to some other nation? For instance, if 
we had a barter agreement as Mr. Timmins has suggested, wheat for coal, 
on a very large scale, and the result was that the nation we were making the 
deal with limited their imports of wheat from certain other countries would 
that not be considered a form of discrimination? 

Mr. Courtuarp: If some other country considered that the benefit which 
would accrue to it under the agreement was being nullified or impaired then 
Article XXIII—in the Agreement, entitled Nullification and Impairment, 
would be invoked, the case would be brought before the CONTRACTING 
PARTIES and a solution found. i 

Mr. Irvine: Does that principle hold good after 1951? 

Mr. Covuttiarp: What principle, sir? 

Mr. Irvine: That you have just stated? 

Mr. Couriarp: Of commercial considerations? 

Mr. Irvine: Yes. 

Mr. Covurtuarp: Yes, it does. 

Mr. Trwmins: It is not just a post-war consideration? Some of these 
exceptions are for the post-war period but that which you are speaking of 
now is not? 

Mr. Covurmarp: The commercial consideration criterion is a permanent 
one. 

Mr. Fraser: Before you sit down, suppose the contracting parties agree 
to it but then other countries disagree. What happens then? 

Mr. Covrnuarp: What other parties do you mean, sir? 

Mr. Fraser: We might have an agreement between Great Britain and our- 
selves, but the -United States or some other country might disagree. Then 
that agreement could not go through, could it? 

Mr. Covmuarp: Under the nullification and impairment clause the United 
States could complain. The situation would be considered by what is known 
in the agreement as the CONTRACTING PARTIES in capital letters. That 
is the contracting parties acting jointly as a committee. Obviously it is to the 
advantage of the contracting parties concerned to reach a solution. If a 
solution cannot be found, and if impairment is established, then the contracting 
parties acting jointly, if they consider the circumstances serlous enough, may 
release the offended country from certain obligations, or release it from the 
grant of appropriate tariff concessions. 
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Mr. Prnarp: Not all of them? 


Mr. Covurniarp: There is no provision to permit all the contracting parties 
to take that type of action. It is limited in the first instance to the affected 
members, in other words, members who are adversely affected by the measure — 
taken. | 

Mr. Hazen: I do not know much about thie I am asking for information. 
Does the Havana Charter not disapprove of barter agreements unless they are 
approved by the international trade organization? 

Mr. Covrtuarp: In principle. 


Mr. Hazen: Even then does it not disapprove of them if it takes too long 
for the international trading organization to consent to them? Is there not 
something like that? 


Mr. Covuiituarp: In principle the charter. does frown on bilateral agree- 
ments. One of the main objectives of the Havana Charter is to establish a 
multilateral basis of trade, and obviously bilateral agreements might be con- 
sidered to work against the attainment of that general objective. 

~ Mr. Hazen: If they do want to go into one do they have to get the approval 
of the international trading organization? 


Mr. QuetcH: Of the CONTRACTING PARTIES? 


Mr. Hazen: Of the organization itself, the whole organization. Would 
they have to get approval? Does it have to be approved by some governing 
body before they can do it? 


Mr. Covurmuarp: There is no provision which requires prior approval in 
that case. 


Mr. Futton: Is it not the case that they wait until somebody complains? 
Mr. Covituarp: That is right. 


Mr. Timmins: In other words, you might make ten of these agreements 
and carry on for a year or two possibly, and then the thing would be brought 
‘to a head by a complaint by some country that thought that it had been 
wronged by what was going on? 

Mr. Covuituarp: That is correct; on the basis & a nullification or impair- 
ment of a benefit under the agreement. 


Mr. Timmins: Is there any material difference between Geneva and 
Havana with respect to this matter of barter? 


Mr. Covuruuarp: As to barter agreements entered into by governments— 
I did not specialize in that field at Havana—lI do not know, however, of any 
changes in substance. The basis of the state trading provision still remains 
that countries which enter into state trading operations will not enjoy greater 
privileges than so-called free enterprise countries enjoy, and conversely will not 
be saddled with obligations more onerous than free enterprise countries. 


Mr. QuetcH: Is it not true to say that it would be a breach of the 
principle of the charter to do anything by a backdoor method that could not 
be done by the front door? In other words, if you try to restore a preference 
by a barter agreement that would be considered really a breach of the 
principle? 

_ Mr. Covuruuarp: Yes, I would think so, sir. — 


Mr. Buackmore: Is there any difference between a panes agreement and a 
bilateral agreement? 


Mr. Covurtuarp: The two terms are quite general and used rather loosely; 
but a barter agreement is generally considered an agreement for the exchange 
of goods between two countries, which is within the strict definition of a bilateral 
agreement. A bilateral agreement, however, is not limited to the exchange of 
goods. 
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Mr. Buackmore: Where they trade a certain kind of goods for another 
kind of goods? | hey 1 

Mr. Covuruarp: Yes, the exchange of commodities. | 

Mr. Queutcu: I notice in the records of the Senate committee it was stated 
that if an agreement had been in operation the British wheat agreement could 
not have been signed; would you say that is correct? 

Mr. Covruuarp: I am trying to understand, but I did not fully hear your 
question. 

Mr. QuetcH: That British wheat agreement was signed prior to the time 
this agreement had been entered into. Had this agreement already been entered 
into could we have signed the British wheat agreement? 

Mr. Courtuarp: I believe that the British wheat agreement might not have 
been in compliance with all the provisions of the Agreement. There are, 
however, qualifications to that statement— 

Mr. QuretcH: Would you consider the international trade agreement which 
has now been signed between a number of nations in conflict with this agreement? 

Mr. Couruarp: The International Wheat Agreement, as it now stands and 
at the time of its drafting, was formulated with an eye to the section on 
international commodity agreements, Chapter VI of the Havana charter, and 
consequently in all of its substantive provisions ‘is in strict accord with the 
provisions of the Havana charter. I understand that in addition there is a 
clause in the wheat agreement which provides for amendments to bring it into 


line with the provisions of the Havana charter. 


Mr. QuetcH: I had in mind that under the British wheat agreement you 
establish quotas. Whereas it might be all right for a nation that is selling— 
they might not be in conflict with the charter—I should have thought that the 
nation that is buying would have committed a breach of the charter if in 
order to accept the amount they had agreed to under the quota, they had 
reduced their imports of wheat from another country: would there not be 
discrimination there? ) 

Mr. Covintuarp: The provisions in the Havana Charter on international 
commodity agreements are rather long and complex. There is, however, a 
provision for equal participation of importing or consuming countries and pro- 
ducing or exporting countries; and in the commodity councils which are envisaged 
all such countries have an equal voice in most questions which come to a vote. 

Mr. JAENIcKE: Why would you say the British wheat agreement would 
have been contrary to the provisions of the agreement? It was not a charter 
agreement. . 

Mr. CovurnuaRD: It was a bilateral agreement done between countries and 
therefore falling within the state trading provisions of the agreement; and I 
presume that the reasons which might have been advanced in the Senate com- 
mittee were that such considerations as method of negotiations or perhaps price 
brought it out of the rather strict definition which can be placed of what is 
known as commercial considerations. 

The Vicr-CHAIRMAN: Now gentlemen, are we not at the present time trying 
to continue Mr. Deutsch’s evidence through Mr. Couillard? I think we should 
come back now to Mr. McKinnon. | 

Mr. JaAmnicxe: I would like to ask Mr. McKinnon what the provisions are 
in section 5 of the customs tariff? It is referred to in the note of Canada to the 
United States on page 96 and again in the note of the United Kingdom on 
page 102, that the provisions of section 5 of the Customs Tariff Act shall not 
apply; will you explain that section to us? 

The Wirness: Section 5 which, as you say, is referred to in the exchange 
of notes is a section in the Canadian Tariff Act, which provides, in respect of 
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British preferential duties on goods entering Canada, that if such goods come — 


direct to a Canadian port and the rate of duty thereon is 15 per cent or more, 
there is granted a discount of 10 per cent from the duty. In other words, it is a 
premium for shipping direct to a Canadian port. Now, the provision to which 
you refer here, sir, is this, that in those instances where, as a result of Geneva, 
the most-favoured-nation rate and the British preferential rate have become the 
same, and, therefore, there is no preference then no longer does that shipment 
discount apply because the preference is not there. 


By Mr. Jaencke: 


Q. I cannot read it that way. Just a minute. Oh, I see—A. You see, the 
discount in ‘a sense was a factor in the preference. It was given because of the 
preference, but provided the goods came direct. Once the.two rates have 
‘become the same, there is no preference. Therefore, if we continued to give a 
discount on the British preferential rate, we would in equity have to give a 
discount on the most-favoured-nation rate. - : | 

. .Q. It would still be in effect in those eighty-six items in part I1?—A. Yes, 
wherever there is a preference. i 

@. The 10 per cent discount would still apply wherever the preferential 
rate is also?—-A. Yes, the new provision will affect only a few items where 
‘as the result of negotiations the two rates have become the same. A. good 
illustration is the item that Mr. Harris referred to—the rate on tin plate. 
This used to be free under the British preferential tariff; 174 per cent to most- 
favoured-nations. The rates are now 15 per cent and 15 per cent. That is the 
one instance in the whole agreement of an increase in the rate of duty. 

.. Q. That is the only increase in the British preference?—-A. That is the 
only increase in any item, under any tariff, in the whole agreement; there, the 
rates have become the same; there is no preference and, hence, the discount 
would not apply. 


By Mr. Blackmore: 


_. Q. Give us the reason why it was found necessary to place a duty of 
15 per cent on British goods—British tin plate coming in?—A. Well, a 
great deal of importance was attached by the United States to the preference 
on tin plate. It was one of the 150 bound or fixed margins in the Canadian 
tariffi—that is, those items on which the margin was contractual and could 
not be reduced unilaterally by Canada. The British, undoubtedly, were moved 
by two considerations: first, that during the war, just as Mr. Timmins has 
said in connection with coal, they had completely dropped out of our market 
in tin plate. I doubt if they sent us a ton in some of the war years, whereas 
‘they had formerly been very heavy suppliers. Secondly, in spite of their 
tremendous development of strip mills and tinning capacity, the British quite 
frankly had doubts about being able again to come into the Canadian market. 
Thirdly, they were quite aware of the fact that we are becoming ourselves 
‘tremendous producers of tin plate. With the. knowledge of our tremendous 
expansion, during the war and since the war, I am quite certain they came to 
the conclusion that that preference was worth very little to them, because 
‘more and more we were supplying our own tin plate. 


By Mr. Jaenicke: 3 
Q. Do we supply enough in Canada for our own needs?—A. I believe 
at the moment—I have been out of the country and out of tariff work for 
some time—but I think that owing te the extra demand at the moment we 
- probably do not; but under normal conditions we could now supply practically 
,our own entire requirements. But the point is, the British, have dropped out 
of this field, and as far as I know we are making no effort to re-enter it. 
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By Mr. Timmins: 

Q. If the British gave us such a good preference as tin plate—or what 
had been a good preference—would some other compensation of equal value 
be made to them?—A. No, I would not say, Mr. Timmins, that any single 
concession was matched by one on another item. 
| Q. United States seemed to think they wanted that and they wanted it 
badly, and they were probably insisting very strongly that that preference be 
done ‘away with—A. Let us say that they attached:a lot of importance to 
tin plate, because Britain had been the large supplier in this market. There 
was however no single item that was regarded quid pro quo. 

Mr. Fraser: Was there any request by our manufacturers that the tariff 
on tin plate should be raised. 

The Wirness: No, not the slightest. I may say that in the entire time 
we were in Geneva, we never heard from them in any shape or form. 

Mr. JAENICKE: Perhaps they did not know you were there. 

Mr. Futton: There is more truth than you might expect in that. 

Mr. Timmins: Did the Canadian delegates take any business people 
outside of the experts from the government? Did you confer in Geneva with 
any Canadian. businessmen? | 

The Wirness: Roughly what was done was this, Mr. Timmins. Before 
the delegation left for Geneva the government set up by order in council a 
special committee to do nothing but hear the views of industry, agriculture, 
fisheries, and all the domestic interests that might be affected. That com- 
mittee sat for some months and we received something between 500 and 600 
briefs. We interviewed every person that came to Ottawa to put in a view, 
pro or con. There was a tremendous amount of information collected, collated, 
filed, and taken with us, a great deal of which had been collected as a con- 
sequence of the functioning of this committee. But the delegation was made 
up entirely of government officials. 

Mr. Prnarp: But during the time— | 

The Wirness: During the time we were in Geneva there arrived at 
different times and stayed for different periods, representatives of the Canadian 
Manufacturers’ Association, of the Textile Institute of Canada, of the automo- 
bile industry, of the fruit and vegetable industry, and of the base metals 
industry. These people came of their own volition, paid their own expenses, 
stayed such length of time as they wanted to stay, and were free to see the 
delegation at any time; and they did see us many times. | 

Mr. Prnarp: I suppose you were kept aware of representations made to 
the department here while you were away? 


The Witness: Any representations made to the government after we left 
were forwarded to us in Geneva. 


Mr. Harris: I would like to confirm the statement made by Mr. Me- 
-‘Kinnon. It so happened that I was privileged to sit in on some half dozen 
conferences before the delegates left here and they did a wonderful job on the 
schedule from beginning to end. They saw everyone whom they ought to have 
seen and I think the proper way to express it would be to say that they kne 
their stuff before they left. 7 

The Wirness: I think, Mr. Harris and gentlemen, there was not a single 
item in the tariff on which we had not the most complete statistical information; 
data regarding production, employees, methods, raw materials, trade, preferences, 
whether the tariff margin was or was not bound, what the ad valorem equivalent 
was if the duty was specific, etc.,. we had also a précis of every single representa- 
‘tion made to us. 3 
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Mr. Fuuton: This would probably be the time to ask you about the loss_ 


of the preference on apples. I have studied very carefully, Mr. McKinnon, the 
statement which you made to the Senate committee on trade relations and 


particularly the passages at page 43 where several senators were asking you . 


questions on the loss of the preference and asking why our delegation gave up 
the preference. The tenor of your answer was that it was felt the British 
preference on apples was not of very substantial value and you said the British 
apple market was losing its attraction. I would like to read the words you 
yourself used when questioned as to the British apple production and you said:— 


I believe that they could produce this year all their requirements; 
they would not need to import a single apple. Apart altogether from 
considerations of exchange and trade agreements, they would not need 
to import an apple for their own use this year. The extent to which 
the orchards in Devon, Cornwall, Somerset and Norfolk have been 
developed is simply amazing. We had to keep in mind the consideration 
that we were dealing, as Mr. Deutsch intimated yesterday, with the 
livelihood of our people. The fact was that the United Kingdom market 
was becoming not only less attractive in that sense, but probably less 
real as regards the benefit of the preference; that is, in view particularly 
of the fact, in the short term, that she had no money with which to buy 


apples; and, in the long term, that it seems to be her policy to become 


self-sufficient in apples. 


Now I hesitate to disagree with you, Mr. McKinnon, naturally, but I 
should say this. I questioned the British Food Commission in Canada on those 
statements and I have a number of figures here which they gave me as to their 
own apple production, and I can find nothing in what they told me to sub- 
stantiate your statement that the United Kingdom is seeking to become self- 
sufficient in apples. 

The Wirness: I will answer that as best I can, point by point. Before 
we left Canada our committee devoted a number of hearings just to the matter 
of the apple preference. We not only interviewed a considerable number of the 
representatives of the industry but we got the most complete information we 
could from the Department of Agriculture and from the Horticultural Council. 
There was also brought to our attention at that time information provided to 
government publications by Canadian government trade commissioners, and 
others, relative to the lessening attraction for Canada of the United Kingdom 


market. I think it was Mr. Gornell who had published a striking article on that- 


subject; he has been for many, many years connected with the distribution of 
Canadian fruit in Britain. All the evidence we had seemed to be so complete, so 
conclusive, and so weighty, that we went away feeling that we perhaps should 
not attach too great a price to the apple preference in the United Kingdom, not 
only because of what appeared to be its lessening attraction for our industry 
but also keeping in mind the fact that for the foreseeable future Britain just 
would not have the dollars to buy our apples. Indeed, as most of you know, 
apples were one of the first things she decided to do without when she found 
herself in financial difficulties. 

When we arrived there we made some inquiries about apples, the size of 
the apple production, the industry, and the plantings. All the information we 
received bore out in detail what we had received in general in Canada. I 
noticed, sir, that you had put in Hansard some statistics about apples, bearing 
trees, and so on. 

Mr. Futon: Yes. 

The Wrirness: In the first place—and my memory is not entirely accurate 
since it is a couple of months since I read the figures—I think the statistics 
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started with 1937 and ran through into 1946 or 1947? The trend in the figures 
you used was not so obvious as it would have been if you had gone back a few 
years before that and the real trend would have been very different had you 
taken into account, Mr. Fulton, not only bearing trees but plantings. I think 
your figures related strictly to bearing trees whereas the figures we have on file 
take cognizance not only of bearing trees but of plantings and they show a most 
distinct trend. The graph is upward. In connection with apple production in 
Britain as represented by trees, whether bearing or non-bearing, keeping in 
mind the seven to nine years required for a tree to come into full production, 
you would have to inflate your figures to the extent of including the trees 
planted during a certain period just prior to the war. Then, you would have to 
keep in mind that during the war there was no doubt a good deal of wastage of 
trees; they did not have fertilizer, they did not have men to attend to them, and 
a lot of trees were allowed to go to wood. I would like to refer to Mr. Richards 
of the Department of Agriculture who is here and who knows the subject in 
much greater detail than I. However, it apparently is the fact that, from now 
on, barring the unforeseen catatrophe in the form of blights or bad weather, 
Britain will be self-sufficient as regards fresh apples. 

Q. It is rather distasteful to me to attempt to argue with you, because I 
have to say that some of my figures do not appear to agree with what you have 


_just said as to the relative position of the United Kingdom and Canada at the 


present time in the matter of apples. As you say, when they got into financial 
difficulties that was one of the first things they abandoned for the immediate 
future. You said, I think, the foreseeable future. I hope we do not have to 
contemplate extension of the dollar shortage that long—A. I might amend that 
and say, the immediately foreseeable future. 

Q. But, with respect to the plantings here, I think probably the best way to 
do would be to consult the recognized authorities and try to get the most accurate 
information that we can. I asked the British Information Office here for infor- 
mation on trees, and particularly about production, and they had figures going 
back as far as 1938, and in that year the production was 14,506,000—A. They 
did not describe them as bearing or not? 

Q. There was no differentiation made. The 1939-40 figure is 15,245,000. 
These are the fiscal period figures. In 1946, I got 14,799,000. So that it is run- 
ning 145 to 15 million trees. It would appear that there was an increase, but 
whether or not the British are making themselves self sufficient in apples, as you 
said, that is not in accordance with the information which has come to my 
attention. I said to them, if they were such would you not know about it; and 
they said, yes, it would be one of the things we would be informed on, because 
we could not very well carry on our business here without it. So I say that is 
information which has some bearing on yours. Now, you have suggested that I 
should perhaps have gone further back prewar than I went because my figures 
did not include plantings started away back there. If that were the case, 7 or 8 
years, one would expect perhaps to see a substantial decline in Canadian exports 
during the war years, and also in the prewar years; but I have figures here to 
show the volume of Canadian imports of apples into the United Kingdom 
remaining substantially at the same level. Starting in 1936-37, which is 12 
years ago—I1 or 12 years ago—I think that is quite a way back; domestic 
production was 345,000 tons and imports were 281,378.—A. That 1S right. 

Q. 1937-38—these figures are obtained from the United Kingdom Food 
Mission.—Q. Yes. 

(. You told me it was from statistics they have on file there. In 1937-38, 
the domestic production was 156,400 and the imports were 274,000 tons. In ~ 
1938-39, the domestic production was 86,000 tons and the imports were 357,800 
tons. In 1939-40, the domestic production was 453,000 tons and the imports 
were 234,000 tons; and in 1946-47, the domestic production was 360,000 tons 
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and the imports were 90,800 tons. And I am told that in that last year they 
were already experiencing the dollar shortage. Now, I have some other figures 
here which are taken from the Canadian Year Book figures published by the 


Dominion Bureau of Statistics relating to crop years for approximately the same _ 


period. Our domestic production—this is in barrels—in 1936, was 4,115,000 
barrels. Our exports to the United Kingdom were 1,838,000 barrels. In 1937, 
our production was 9,163,000 barrels and our exports were 2,473,000. barrels. 
In 1933, the production was 5,252,000 barrels and the exports were 1,427,000 
barrels. In 1940, the last year for which the year book figures are available, 
production was 4,101,000 barrels and exports to the United Kingdom were 
362,000 barrels. In 1946—this is obtained direct from the Bureau of Statistics, 
the figures are not available, are not published yet in the year book—produc- 
tion in Canada of apples was 6,427,300 barrels and exports to the United King- 
dom were 1,151,000 barrels; which compared quite favourably with our prewar 
exports and comprised a very substantial proportion of our domestic production. 
That is the last year for which we have figures available anyway. As I 
interpret the figures the United Kingdom is still in a domestic shortage position 
with respect to apples, and Canadian exports are substantially back to where 
they were, taking the 1947 figure. That would seem to indicate to me at least 
that Canada has a good future; and it seems to me on that basis to answer 
your contention that the increase in plantings would eventually take care of the 
situation. All I can say about it is that as yet we have not felt any effect of 
that in the volume of our exports, in the first place; and, secondly, they have no 
record of any such production; and then, finally, our exports were continuing at 
this substantial level; so that one would have thought that on the basis of these 
figures that once the financial difficulties are overcome, in the United Kingdom 
we would be able then to acquire a possible market for all these goods we could 
produce—A. After your figures had appeared in Hansard, we went immediately 
and tried to obtain such data as we could regarding the British apple-tree 
population, if I may put it that way, including not only bearing trees, but also 
trees which have not yet come into bearing. ) 

Q. May I ask if you have been able to establish that differentiation between 
what they call preserve apples, cooking apples and dessert apples?—A. Yes, 
we have. Now I should like to put on the record, Mr. Chairman, information 
provided by Dr. Richards of the Department of Agriculture, this particular 
reference being an excerpt from a publication of the Institute of British Research 
in Agricultural Economics of the University of Oxford, entitled “The economic 
position of the apple growers, 1946”. This was the most recent information 
we could obtain; actually, the year prior to the negotiations. 


By Mr. Quelch: 


Q. Will these figures also show the percentage of production of apples in 
England that will be used for cider and the percentage that will be used for 
eating?—A. No. 

Q. Have you figures to show the increase in plantings for cider produc- 
tion?—A. Certain aspects of them all excepting cider. 

Q. You take, there is a large section of Wales where they grow apples 
exclusively for cider purposes. 

Mr. Fuuton: That is why I asked if you differentiated with respect to 
our imports. Our exports really are dessert apples. 

The Wirness: That is right: That is why I should like to read from this 
article. I quote from it:— 

Directive opinion among fruit growers in this country has been 
aware of the situation and plantings of table fruit, chiefly dessert varieties, 
exceed grubbings at a fairly steady rate of 1,250 acres per annum between 
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1929 and 1939, the period of recovery from the ebb after the flow of 
planting following the First World War. The estimated area under table 
varieties of apples in 1946, at the equivalent of (i.e. including the apple 
fraction of mixed orchards) 132,500 acres, is the highest recorded in this 
country. 


_ Now, those are the statistics up to and including 1946. 


Prior to 1939 the apple industry was making progress in the 
organization of production and marketing, the latter being excep- 
tionally difficult to achieve in the absence of a common channel of move- 
ment of supplies. The importance of grading and packing was appreciated 
and a nucleus of large growers had adopted National Mark or their own 
equivalent or superior standards. . . . In the inter-war period some 
20,000 acres of well-managed commercial orchards came into being but 
there existed at the same time thousands of acres carrying neglected 
or derelict apple trees which were as much a liability as an asset to 
the occupier. 

The 1944 census of fruit trees shows that there were 4,277,000 trees 
of the dessert variety and 707,000 of the culinary variety under nine 
years old in England and Wales. 


By Mr. Fulton: 
Q. What year was that?—A. This was the 1944 census—a total of prac- 
tically 5,000,000 trees under nine years old and they are not yet in full bearing. 
Mr. Richards goes on to add in his covering memorandum: 


The 1944 census records the total of 14,683,000 apple trees of the 
dessert and cooking varieties. 


Whether or not that would include apple for cider, I do not know. I suppose 
everything is included. 

According to the Oxford Institute statement, 5,084,000 trees were 
under nine years old. This means one-third of the apple trees in England 
and Wales were just coming into full bearing or had not reached that 
stage in 1944. 


I can only say, Mr. Fulton, that the information we were able to get in 
England, not only from other Canadian government officials there who had had 
to do with the fruit movement, but from certain of the British officials them- 
selves, was that, from now on, Great Britain would be practically self- 
sufficient as regards fresh apples. We had to keep that possobility or prob- 
ability in mind. We had to keep in mind also the financial difficulty; also 
the” fact that in the Annapolis Valley in particular, all the eggs had been 
placed in one basket.. After the establishment of the U.K. preference in 1932, 
the Nova Scotia growers, to a considerable extent, neglected markets which 
they formerly had on the continent of Europe and concentrated all their 
efforts on the United Kingdom market. Undoubtedly, it became for them a 
very great and substantial market. However, the information available to us 
seemed to indicate that it had passed its zenith and from now on it would be a 
market of definitely diminishing attractiveness. I might say that I noticed, 
& propos certain evidence by me which you quoted this evening, Mr. Fulton, 
an editorial in one of the Nova Scotia papers which said, in effect, that what 
the witness had said before the Senate committee was rather blunt but 
that everything he said seemed to be borne out by experience in Nova Scotia;. 
that there was no question that if the growers of that province wished to retain 
their industry, they must grow red-cheeked coloured apples, rather than con- 
centrate all their efforts on supplying a certain type of apple to one par- 
ticular market which was certainly less valuable than it had been in the past. 
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By Mr. Jaencke: 


Q. What were the duties and what are they now?—A. Well, subject to 
correction by Mr. Kemp, we had a preference in the United Kingdom since 
1938 of 3%, Mr. Kemp? 


Three shillings a hundredweight and that did not apply to cider apples. 


There was no duty on cider apples, and what was the general duty on 
apples and the British preference?—A. Canadian apples entered free and 
foreign apples paid three shillings. 


By Mr. Timmins: 
Q. What is the position now?—A. There is no preference, apples are free 
from all countries. | 
Mr. JAENICKE: Oh, they are free from all countries? 


The Wrrnzss: In other words, may I just add this, Mr. Fulton; we retained 
our free entry, but free entry is extended to all those who negotiated. 


By Mr. Fulton: 


Q. I would have to agree, Mr. McKinnon; obviously in your mind, the 
facts and figures do justify the conclusion to which you came, and I am saying 
that with all sincerity. I think you would also, perhaps, agree with me there 
is some question perhaps of the figures and of Great Britain’s self-sufficiency 
based on this analysis of the figures you have just quoted. There were 
15,000,000 trees, approximately, in 1944, we agree on that. Those are the 
figures?—A. Yes, in round figures. 

Q. 5,000,000 or one-third were just coming into bearing in 1944, that is 
what it says?—A. That is what this authority says. | 

Q. So presumably that bearing should have been effective in 1945 and 1946, 
but in 1946 we were still exporting nearly one-fifth, over one-sixth of our total 
apple production to the United Kingdom; that is two years after the figures 
-you have given. Furthermore, I think that article you read commenced by 
saying that the great increase in planting took place between 1929 and 19389?— 
A. That is right, sir. 

Q. In the United Kingdom; so that of this, a substantial portion would 
have come into bearing by 1946. Yet, there is still a potential market for 
1,151,000 barrels of apples from Canada to the United Kingdom. So, although 
I would agree on the basis of your figures and the British financial difficulty, 
that the market is less attractive to us than it was before, would you not agree 
with me there was some basis on which to conclude there is still an import 
market into the United Kingdom for apples?—-A. Yes, I would, to that extent; 
certainly I do not contend that there is no market, but that it is a diminishing 
market. Consequently, in giving up the preference in the United Kingdom 
on apples, make every effort to get reductions in the rates on fresh apples and/or 
canned apples and/or dried apples and/or apple juice in France, Norway, 
Belgium, Holland, the United States and Brazil. Having given up what had 
been an important and substantial market under the preference but which, in 
our view, according to the best information we could get, was of diminishing 
importance and, indeed, in the immediate future perhaps of no importance, we 
felt we must get in return for the loss of that preference as much “apple- 
preference’, if I may put it that way, in other parts of the world as we could. 

Q. I wanted to come to the other part of your evidence before the Senate in 
which you referred to that. Again on page 43, Honourable Mr. McDonald 
asked you, 

Just on that point, Mr. McKinnon, was there any pressure by the 


United States or any other nation as to the elimination of this particular 


preference? 


‘ 
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Mr. McKinnon: No more pressure than was brought to bear by the 
United States in respect to many preferences. 


A little further down, in the same answer, you say, 


Naturally, in trading they put emphasis on particular preferences 
j and this was one of eight or ten which received special consideration.— 
_ A. That is true. 


Q. Now, in the press release put out at the time these agreements referred 
to were published, at page 11, this statement is made. 
Compensation for the apple concession is obtained mainly from the 
United States but it cannot be matched with any single item among the 
United States concessions. 
A. That is right, sir. | 
(. So, is it then the case that the United States attached particular impor- 
tance to this preferential item and we went with them there, but we received, 
so far as this item is concerned, no similar consideration from the United States? 
—A. Yes, I would say, Mr. Fulton, that it is perfectly fair to say we did not 
receive a specific quid pro quo in one commodity or one item for what we gave 
up in that preference but we did attempt to get as much as we could on apples, 
and, in the United States, we did get a reduction on apples. 
Q. We also reduced our tariff against their apples—A. That is true, but 
it still leaves us with a duty three times the height of the United States duty 
at this moment. } 
Q. Quite so, but proportionately I think our tariff against their apples was 
_ reduced more than their tariff against our apples.—A. I think that is true, but 
we did start with their duty very much lower than ours. 
—  Q. About one-third?—A. About one-third. In fact, ours worked out at 
some 60 cents a bushel and theirs was 15 cents, so it was four times. They 
came down from 15 to 12¢ but they were reducing from a pretty low figure 
compared with ours. 
Q. From 15 to 124. Of course, their production is very much greater and 
earlier than ours?—A. That is true. , 
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By Mr. Jaenicke: 


Q. What is their exportable surplus compared to ours?—A. Would you 
_ know offhand, Mr. Richards, their exportable surplus compared with ours? Do 
_ you mean in percentage? : 
s Q. No, bushels. 


Mr. Ricwuarps: I cannot answer that offhand. 


By Mr. Jaenicke: 


Q. They are our biggest competitor amongst the nations which signed the 
agreement. Is that right?—A. In respect of apples in the United Kingdom 
_ market I should say they were. 

Q. Or any market?—A. I would think so, yes. 


By Mr. Fulton: 


Q. Have we had any substantial market in apples in those countries which 
you referred to as having given us concessions? You mentioned France, 
Belgium, and other European countries?—A. We used to have quite a sub- 
stantial market on the continent largely through the free port of Hamburg, 
from which our apples found their way into the Netherlands, Belgium, Denmark 
; and even into Norway. As I say, after 1932 the trade switched almost entirely 
_ to Great Britain, and we in a sense abandoned the European market. That 


was why we made a particular effort in each of those countries to get a reduction 
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not only in fresh apples but on canned apples, dried apples and apple juice, and © 
although for a very considerable time we were greatly resisted, because some — 
of those countries are now quite important apple producers, we finally got — 
concessions in every one of them—some of which, in the opinion of our agricul- 
tural authorities, should be very valuable. 

Q. Were those same concessions given to the United States by these same 
countries? A. Oh yes, because the results will be generalized. 


By Mr. Timmins: 

Q. In the practical application of the matter now that we have lost the 
preference in Great Britain, and now that we cannot sell in bulk as we have 
been selling to Great Britain, how are our Canadian producers going to be 
able to sell in small quantities to Norway, Sweden and all these soft currency 
countries unless they do it on some sort of barter basis, because the people ’ 
there will not have the money to pay for our apples—A. In some of those 
countries undoubtedly there will be the financial stringency that prevails in 
the United Kingdom. On the other hand, prior to the development of the United 
Kingdom market, we had quite an important continental market that was 
entirely catered to by so-called private enterprise, in small lots. 

Q. I am looking at the immediate future right now. I suppose if after two 
or three years world trade gets on its feet then the Geneva Agreement will start 
to work?—A. Yes. 

Q. But until these soft currency countries get on their feet then the apple 
producers of Canada are going to be without a market—A. I think that is true 
to a great extent probably, Mr. Timmins, but would it not have been pretty 
much the same, in so far as concerns their reliance on the United Kingdom 
market during the next two or three years, in that Great Britain would not have 
had the money to buy apples? 

Q. I am only trying to think out loud—A. You are looking at the practical 
side of it, and I quite agree with you. We were not so greatly worried about 
the British Columbia apples when we were negotiating because of the extent 
to which the British Columbia people have pioneered, not only in their own 
market but in the United States market, with a pack and grade and attractive 
package that have put a premium on the British Columbia product. But we 
were particularly concerned about the Annapolis valley because, as Mr. Fulton 
showed in reading his statistics, their product is marketed to a great extent in 
barrels and went to a market in the United Kingdom that was particularly 
suited to them, in that they were bought in the barrel and sold in bulk by 
hucksters and the retail trade. We did hope that the Annapolis valley people 
could, under the low duty now prevailing in the United States, find an outlet in 
particularly the Boston area, where they should be able to surmount a duty of 
124 cents. 


By Mr, Fulton: 


Q. You realize, of course, that to some extent the reason why British 
Columbia, and I think to a lesser degree Ontario, have enjoyed the Canadian 
market is because the eastern producers have been shipping to the United 
Kingdom leaving the Canadian market largely free, and our growers in British 
Columbia, although they do a substantial export trade, and have not person- 
ally lost the mass market which the Annapolis valley has, are particularly 
worried because they are going to be in competition with Annapolis valley 
apples in Canada.—A. That may be true, but I think most disinterested people 
would admit that the British Columbia growers have done an extraordinary 
job in grading and selecting and packing their product. 

Q. I certainly would not deny that—A. To the extent that it seems to have 
built up for itself a consumer preference that is very definite and concrete. 
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An amusing illustration of the extent to which the British are determined to 
rely on their own production is shown in a conversation about apples that I 
had with a very prominent British official. I asked him in the course of it 
if he had ever tasted the Canadian northern spy. He said no, he had not, 
and asked if it was a good apple. I said that I thought it was one of the 
best apples in the world as far as a dessert apple went, particularly in the late 
winter. He said it might be but it could not compare of course, with Cox’s 
orange pippin. I said that might be. He said, “Oh, no, there is no apple in 
the world like Cox’s orange pippin, and shortly we are going to be supplying | 
our own requirements for them.” I believe that in British Columbia they are 
now developing the orange pippin. 


By Mr. Hazen: 


| Q. It may not have the same flavour, though?—A. That is true, but I think 
you would have been surprised, had you been over there, at the confidence 
the British people have that they will to a very great extent supply their own 
requirements of apples. 


By Mr. Fulton: 


Q. I have one other question on apples. I notice again in the press release 
that Canada lowered her duty on United States apples—it is on page 12— 
to 374 cents. The United States agreed to reduce its duty to 125 cents per 
bushel and Canada agreed to a rate equivalent to 374 cents per bushel for the 
period July 13 to May 19 inclusive. During the period May 20 to July 12 
inclusive Canada agreed to admit apples free of duty. Does the United States 
agree to admit Canadian apples free of duty for any such restricted period? 
—A.No. Under the presidential powers the negotiators were not free to move 
an item from the dutiable to the free list. 

Q. Even for a restricted period?—A. Even for a restricted period. The 
very best that we could do was to get as much reduction as we could, having 
in mind that our rate was four times theirs. About all they could gain from 
Canada was a concession in respect of their very early apples, before ours 
are really ready for the market. 

Q. I am forced to say there that in the view of our growers that is one 
thing that spoils the market for them—A. You mean free entry? 

Q. Yes, these apples come in and take off the early market. They take the 
eream off the market for our early apples which are admittedly later than 


the United States apples. That has always been a very great worry in com- 


peting with the American growers.—A. Before we went, we got a good deal 
of advice on that point from the Horticultural Council and other authorities. 
We also conferred with the Department of Agriculture, and the feeling seemed 
to be that if free entry was restricted to a period ending not later than the 
12th of July, there was very little, if anything, to fear from it. Now, it is 
quite true, of course, that in some parts of Canada—it might be the Leaming- 
ton area or in certain parts of British Columbia—apples will be on the market 
at a very early date; but considering Canada as a whole, it is safe to say 
that the 12th of July is pretty well in advance of the Canadian production 
of apples. | 

Q. The point I wanted to make is not that they will be in competition with 
our apples in that period, but that to some extent the cream of any market is 
when people have not had apples for a month of two and they want to get 
apples and as apples come on the market they will buy them. I mean that that 
satisfies their appetite. If the Americans get that beautiful position on our 
market, growers when they come along with their first apples will find the 
Canadians are not so interested in apples as they used to be——A. I have seen 
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these early American apples; but once I was able to get the yellow transparent 
or the St. Lawrence or something of Canadian production, the American variety 
was not very attractive. Those early U.S. apples come from a hot climate. 
and I do not think they have the fibre or the flavour of our own apples. 


By Mr. Jaencke: 

Q. They are only used for cooking; they are not eating apples—A. I think 
the chairman has announced tonight that although an invitation went to the 
Canadian Horticultural Council to come and state its views about the Agreement, 
the reply was that it had no comments to make. I do not think, myself, 1 have 
been aware of a single complaint from anybody in the horticultural industry 
in Canada on this item. I had rather felt that on the whole, considering all 
the concessions we got—particularly in all primary products—the most serious 
loss we had suffered at all in payment for them was the loss of the United 
Kingdom apple preference, and that that probably had much less intrinsic or 
practical value than it appeared to have shortly before the war. I am not 
suggesting that we did not give up anything; of course we did. 


By Mr. Pinard: | | 

Q. Now, might I ask a question? We have heard a lot about B.C. apple 
and Annapolis apples and I have heard you mention the St. Lawrence apples, 
but I would like to know the effect of that abandonment of the preference 
as far as Quebec apples are concerned. 

Mr. Fraser: And Ontario apples too. 

Mr. Prnarp: I am talking about Quebec apples now—Mackintosh apples 
and Fameuse apples; I would like to know how it is going to affect our market? 

The Witness: We are getting into a pretty technical point with regard 
to apples and I wonder if the committee would mind if Dr. Richards of the 
Department of Agriculture answered that particular question. 

Dr. Ricuarps: Mr. Chairman, I think Mr. McKinnon has answered nearly 
all of the questions with respect to Quebec apples. I believe that very few 
of them find their way into the export market. The Quebec apple is marketed 
mainly in Montreal and the large centres of population. 

Mr. Prnarp: I was told there was quite a proportion of Mackintoshes and 
Fameuses apples exported at least before the war. I do not know if this will 
have the effect of closing that market. If it has the effect of closing’ that 
market what will happen to our apples? | 

Dr. Ricuarps: It does not close the market; they will enter into competition 
with other apples. | 

Mr. Pryarp: Do you know if, in fact, there was a proportion of those apples 
that were exported? 

Dr. RrcHarps: Some of them were; but I think it was a small proportion of 
the total pack. 

Mr. Pinarp: And it is your opinion that this policy will not affect the 
erowers in that district to any extent? 

Dr. Ricuarps: Well, to no greater extent than other producers in other 
apple-producing areas in Canada. I think they will not be hurt. 

Mr. Pinarp: Do you know if there are any complaints from any growers’ 
associations from that district? 

Dr. Ricuarps: I do not know of any complaints. 

Mr. Fraser: May I ask Dr. Richards about Ontario apples? Does this 
apply to Ontario apples? 

Dr. RicHarps: Ontario did export a considerable portion of its crop. 
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Mr. Fraspr: Spies mostly. | 


Dr. Ricuarps: Spies mainly. . 
Another Voicn: They cannot supply Ottawa today, can they? Ontario 


- eannot even supply Ottawa today. 


Mr. Fraser: Mr. Chairman, before Dr. Richards sits down may I ask if 


4 in the Annapolis valley they are not going in now mostly for solid packing 
- and marketing their apples in the gallon can? 


Dr. RicHarps: Yes, there is a great deal of that being done. As Mr. 


a McKinnon said, we obtained a maximum reduction in United States duty 
- on canned apples from 24 cents to 14 cents. We obtained a reduction on dried 


apples from 2 cents a pound to 1 cent a pound. Now, in Nova Scotia the 


4 growers do realize that they have got to put their house in order and there 


is a lot of work being done in the orchards now, removing the odd varieties 


i and stop-working their trees. They have put in cold storage and started box 
_ packing and they are prepared to go into the markets other than the United 
Kingdom. 


The Wirness: In answer to Mr. Fraser may I follow up something 


Dr. Richards has said about the United States possibilities. The figures of the 


apple tree population in the United States are very interesting on this point. 


_ The United States Department of Agriculture statistical abstract for 1947 gives 


very interesting figures on the number of trees in the United States. They are 
as follows: apple trees, not bearing age, in 1920—I will use round figures— 


~ numbered 36,000,000; in 1930 they numbered 27,000,000; in 1940 they numbered 


13,500,000. Trees of bearing age, for the same years: in 1920, numbered 
115,000,000; in 1930, 89,000,000; in 1940, 58,000,000. In other words, it would 
appear that just as the trend is distinctly upward in the United Kingdom it is 
distinctly downward in the United States. Therefore, we went after everything 
we could get in the line of an apple reduction, whether it was the gallon apple, 
as they call it in the trade, the fresh apple, the dried apple or apple juice; and 
we got as Dr. Richards said, some very substantial, and often maximum 


- reductions in the United States, apparently the number of trees has dropped 


steadily over the past twenty or thirty years. 
_ Mr. Gour: They have to come to Canada to see the splendid job we have 
dione. 

Mr. Buackmore: I wonder if I might ask Dr. Richards whether he has any 


figures which would enable him to compute the relative qualities of Canadian 


and United States apples in a general way; that is, is the quality of Canadian 
apples generally superior to that of the United States apples? Have you any 
opinion on that? 

Dr. Ricuarps: I doubt if the United States grower would admit it, but we 
think our apple is every bit as good in quality as the United States apple, and our 
apples are selling in competition with theirs, and in past season I think we have 
sold close to two million boxes in the United States. 

Mr. Buackmore: We can produce potato seed much more effectively than 


_ they can down there. Now, if there is a similar situation in respect of apples 


I would like to know it. If you have that information I would like to get it. 
Probably the answer you have given is all that you can give. 

Dr. RicHarps: Yes. 

The Wirness: May I interrupt to say to Mr. Fulton that while he was out of 
the room I put comparable statistics of the apple tree population for the United 
States with those of the United Kingdom. The statistics show a most striking 
decline in both bearing and non-bearing trees in the United States—from 
36,000,000 non-bearing trees in 1920 to 13,000,000 in 1940; from 115,000,000 
bearing trees in 1920 to 58,000,000 bearing trees in 1940. In some cases the figure 
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is almost cut in two, indicating that the type of apple grown in our more ~ 
northern climate should find a very attractive market in the United States, © 
particularly at the low rate of duty which prevails. : 

Mr, Futton: Have you corresponding figures available to show the upward — 
trend in the volume of our exports to the United States? 4 

Mr. Kemp: There are two figures here, if I may interrupt. You will find — 
them at page 100 of volume No. 2 of the Minutes and Proceedings of this 
committee. Those figures show exports from Canada to the United States of 
apples—green or ripe—in 1939 were valued at $72,000. In 1946 the value was 
$1,899,000 which is, I suppose, about 25 or 30 times as large a figure. 

Mr. Timmins: If we are through with apples— 

The Vice-CHAIRMAN: I do not know whether we are through with apples. 

Mr. BuackMmoreE: I would like to ask one question. We might be able to 
arise a certain kind of commodity successfully in a given area, but if the price 
of land is exceedingly high in that area it does not pay to raise that particular 
commodity in that area. I would like to know whether we have any figures ~ 
which would show that United States land is much more costly than Canadian 
land and whether, therefore, it is likely to cost them more to produce apples than 
it is likely to cost us? | 

The Witness: I do not think we have any figures available here tonight as to 
the value of the land per acre. Dr. Richards may have a general idea of the 
relative value of apple-producing lands in the two countries. 

Mr. Ricuarps: I would say the value of the land in the Wenatchee and 
Yakima apple-producing areas in Washington is higher—considerably higher— 
but I cannot say by how much, than the value of comparable land in the 
Okanagan. ‘Their water rates are considerably higher, I believe, than the 
Canadian rates. I would not like without checking to estimate the cost of 
production in Canada as against that in the United States. 

Mr. Fuuron: I would like to follow up those remarks for a moment, 
and I appreciate that you may not have the figures available, but I know — 
in areas in British Columbia orchard land—bearing orchard land—sells for 
as much as $1,000 an acre. I would not have thought that in the United States 
it would have been very much higher. 


Mr. Ricuarps: Yes, it has gone up. 


Mr. FutTron: Someone might argue that the land is not worth that but 
that is what it costs? | 


Mr. RicHarps: Yes. 


Mr. Quetcu: Mr. Herridge raised a matter in the House which I would 
like to mention here. He asked whether since the British market for Cox’s. 
orange pippins has been lost to us at least temporarily, would there be any 
sale for those apples, or any demand for that type of apple in the United States? 

Mr. Ricuarps: No, I would say it is not a popular apple in the United 
States, the Cox’s orange pippin is one that. was planted to supply the United 
Kingdom market. 

Mr. QuELcH: Would you suggest that those growers should wait in the 
hope that the market will be regained, or do you think they should take 
immediate steps to go out of production of these apples and replace them with 
a more popular type of apple? | 

Mr. Ricuarps: That is a matter of opinion and difficult to answer. I think 
a production expert could give a better answer than I can. 


Mr. QuetcH: I am wondering, in respect to what Mr. MacKinnon has 
said, would not that market reopen to us to a considerable extent after the 
dollar shortage is overcome? I have had complaints this last year about the 
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tremendous shortage of apples over there, from relatives over there. Apparently 
there is a shortage of apples in England today, due no doubt to the shortage 
of American dollar exchange. 

The Wirness: I don’t know, Mr. Quelch. It is possible that when conditions 
return to what one might call normal there may still be a substantial market. 
I don’t know. The best information we could get was that all the indications 
seemed to show that Britain would in most varieties and for most purposes 
be self sufficient in apples. 

Mr. Quetcu: You said that only one third of this new planting would 
come into production this year, or next year—was it? 

The Witness: We also have to keep in mind that during the war undoubt- 
edly they had to abandon a lot of trees and not give them the attention and 
the fertilizer they normally would give. : 

Mr. Futron: Can you tell me if any effort is being made to establish 
a market for United Kingdom apples in Europe? 

The Witness: No. Dr. Richards is shaking his head. My information 
is there is not. ; 

Mr. BiackmorE: One of the reasons I asked the questions I did, I would 
like to say this; there must be some reason why the production of apples in 
the United States is apparently declining. It probably is that they are finding 
they are unable to compete successfully with ‘apples from other countries. Well 
now, if that is the case, and if the inability is based on permanent factors, 
then we have considerable hope for a substantial market in the United States. 

The Wrrness: Mr. Blackmore, undoubtedly we felt when evaluating the 
loss of the United Kingdom preference, that in the United States we might 
have a market of growing importance; that the United States market was 
something Canadian growers could not disregard. It seemed to us that there 
could be and probably would be a very important market in the United States 
for Canadian apples once the duty was down to the point where export trade 
to that country was attractive. 

Mr. Futron: We have had it suggested that probably the consumption 
of apples is dropping even more rapidly— : 

The Wrrness: May I add Mr. Fulton; of course, every year we see more 
and more oranges coming into Canada but is does not seem to affect the 
consumption of apples in this country. 

Mr. Fraser: I think perhaps Mr. Richards would bear out what I have 
to say; that is with regard to the drop in the period between 1920 and 1940; 
that perhaps in 1933, owing to the sub-zero weather which ruined our apples, 
at least in Ontario and Quebec, that was a factor. 

Dr. Ricuarps: Yes, I think that is so. 

Mr. Fraser: That would have some bearing on that? 

Dr. Ricuarps: I have statistics on the number of our bearing apple trees, 
if that would be of interested to the committee. 

Mr. Fraser: Does it cover a substantial period? It was in 1933, as I recall it; 
that we had sub-zero weather. I know in my part of the country it went to 
55 degrees below, and pretty nearly every apple tree around was ruined. 

Dr. Ricuarps: Now, these are for the years 1921, 1931 and 1941, the 
number of trees. 

The Wreness: Dr. Richards, that is practically identical with what I gave, 
because I gave it for 1920, 1930 and 1940. 

Dr. Ricuarps: I used those years for that purpose. A number of trees on 
farms, of bearing age—that is 10 years or over; in 1921, 9,422,000; in 1931, 
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8,304,000; in 1941, 4,248,000. Then, not of bearing age, that is under 10 years; 
in 1921, 2,561 000; in 1931, 2,085,000: in 1941, 2,317,000. Now, I can give you 
the total: The total for 1921, 11 983, 000: for 1931, 10, 389 {000 ; for 1941, 8,510,000. 
I might say that the number of non bearing trees in the United Kingdom I 
estimate which are now coming into bearing are greater in number than the 
total number of trees in Nova Scotia, in the Annapolis Valley, bearing and non 
bearing. y 
The Witness: Did you say, bearing and non bearing? 


Dr. Ricuarps: Yes. 


Mr: BuackMmorE: Did Dr. Richards’ figures show where that apparent decline 


took place? 

Dr. Ricuarps: I haven’t a provincial breakdown. That could be obtained. 
There was, as Mr. Fraser said, a large loss during the winter 1934-35 in Ontario 
and Quebec. 

Mr. Fraser: During the freeze? 

Dr. Ricuarps: Yes, and that is where the main reduction occurred. 

Mr. Fraser: Whole orchards were wiped out entirely? 

The Vicr-CuHairMAN: Gentlemen, it is ten-thirty, and if we are through 
with apples, we might ask Mr. McKinnon to come back and take up another 
subject at the next meeting. 

Mr. Timmins: I wondered if I could put a couple of questions to the 
witness which could be taken up at the next meeting? 

The VicE-CHAIRMAN: Yes. 


By Mr. Timmins: 

Q. Would I be correct in saying that you would be carrying on negotiations 
with a country, such as France, and you would be working out a sort of bi-lateral 
schedule?—-A. That is right, sir. 

‘  Q. With concessions from France and concessions which were received from 
Canada?—A. That is right, sir. 

Q. Then, you would enter into negotiations with another country such as 
Belgium and you would have a two-way schedule?—A. That is right. 

Q. Then, you compiled them altcgether?—A. Yes. 


Q. Then, I am wondering if we could find out, with respect to a ue : 


of items in which I am interested and other members may be interested in quite 
a number of items, as to how the markets in the various countries are open to 
Canadian products in respect of such items as the following: axe heads; asbestos; 
laundry machinery; automobile parts; aluminum products and _ electrical 


appliances. In other words, could you prepare to tell us whether we have had 


an even tariff arrangement with each of these countries or whether they are up 
and down with respect to those various countries in respect of those commodities? 
—A. In each country, Mr. Timmins, we would get a reduction of the tariff of 
that country. In some instances, of course, the generalization of the benefits all 
around means we get an opening for this or that commodity in all the countries. 


If you do not mind, if we could take the record of tonight’s proceedings and go — 


through that, Mr. Kemp, I am sure, could tell you not only the precise answer to 
that question, but if we are asked here at the next meeting— 

Q. Those are the items which interest me, but there may be other items 
in which other members are interested?—-A. We could tell to what country was 
attributed every item in schedule V; that is, what country negotiated for that 
particular item and got it. 
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Q. That is it. I am interested in those few items in the meantime?—A. 
Fi gis could get out of the record those items as soon as we get a rough draft 
of it. 

Mr. JAENICKE: Before we close our meeting, are we going to have a steering 
committee meeting before the next meeting of the whole committee? 

The Vice-CuarrMaNn: If the chairman would only come back. 

q Mr. Jaenicxe: I do not see why you could not do it. I should like to 
discuss some invitations which were sent out. 

Mr. Timmins: We have had a very interesting discussion on apples, but 
we could not possibly spend as much time on these other subjects as we have 
on apples. 

The Vicn-CHaAtRMAN: I think that would be a good suggestion. We might 
have a meeting of the steering committee tomorrow afternoon or Monday. 

Mr. Timmins: Make it tomorrow if wou can. 

The Vicr-CHairMAN: Tomorrow afternoon. Would that be convenient? 

Mr. JAmnicKe: Yes, that would suit me fine. 

The Wirness: Could the committee let us know whether or not on 
Tuesday you would prefer to proceed with this discussion of the schedules 
or go back to the general provisions that Mr. Deutsch deals with? 


By the Vice-Chairman: 

Q. Will he be back?—A. I think he will be back, but we can go on with 
either the schedules or revert to the other. 

Mr. Buackmore: We are all interested in the schedules now. We had 
better follow that up. 

The Vicr-CHAIRMAN: What is the pleasure of the committee? 

Mr. Buacxmore: I should like to go on for a time. 

The Wrrness: It will help us to prepare the information if we know 
whether you want us or Mr. Deutsch. 

Mr. Buacxmors: I should like to hear two or three discussions like tonight. 
Then we will be tired of it and can go on with the other. 

The Vicr-CHairMAN: The meeting is adjourned until Tuesday. 

The committee adjourned to meet again on Tuesday, May 4, 1948. 
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Mr. A. E. Richards, Department of Agriculture; 
Mr. W. J. Callaghan, Commissioner of Tariffs; 
Mr. H. R. Kemp, Director of Commercial Relations Division, Pekanaent 
of Trade and Commerce. 


- OTTAWA 
EDMOND CLOUTIER, C.M.G., B.A., L.Ph., 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY | 
CONTROLLER OF STATIONERY 
1948 


ERRATA 


The penultimate paragraph of Minutes of Proceedings of Tuesday, April 13, 

1948 (appearing on page 24) should be corrected to read as follows:— | 
Reverting to the matter of printing documents tabled, and on motion 
of Mr. Timmins, it was resolved to print as appendices “B” and Be. 
respectively, the Principal Tariff Concessions affecting Canadian Products 
obtained through the General Agreement on Tariffs and Trade, and State- 
ment showing the British Preferential and Most-Favoured-Nations rates 
in effect on July 1, 1939, and on January 1, 1948, and to ask leave to 
increase to 2,000 copies in English and 500 copies in French, the number of 

copies of this day’s Minutes of Proceedings and Evidence. 
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MINUTES OF PROCEEDINGS 


Houser or Commons, Room 429, 
Turspay, May 4, 1948. 


The Standing Committee on Banking and Commerce met at 8.30 o’clock p.m. 
Mr. G. Edouard Rinfret, presided. 

Members present: Messrs. Argue, Benidickson, Black (Cumberland), Black- 
more, Breithaupt, Dechene, Dorion, Fleming, Fraser, Fulton, Gour (Russell), 
Harris (Danforth), Hazen, Irvine, Jackman, Jaenicke, Jutras, Macdonnell 
(Muskoka-Ontario), MacNaught, Marquis, Pinard, Probe, Rinfret, Timmins. 

In attendance: Mr. H. B. McKinnon, Chairman of the Tariff Board, Mr. 


SW. J. Callaghan, Commissioner of Tariffs; Mr. R. Cousineau of the Tariff 
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Board; Mr. J. J. Deutsch, Director of the Economic Relations Division, Depart- 
ment of Finance; Mr. Hubert R. Kemp, Director of Commercial Relations Divi- 
sion, Mr. Louis Couillard, Commercial Relations and Foreign Tariffs, Mr. A. L. 


_ Neale and Mr. G. C. Cowper, of the Department of Trade and Commerce; 


Mr. A. Richards of the Department of Agriculture. 
The Committee resumed consideration of Schedule V to the General Agree- 


ment on Tariffs and Trade negotiated at the Second Session of the Preparatory 


Committee of the United Nations Conference on Trade and Employment, held 
at Geneva from April 10 to October 30, 1947. 

Mr. H. B. McKinnon was called. The witness filed for distribution to all 
members of the Committee the following document:— 

LIST OF TARIFF ITEMS AND SUB-ITEMS in respect of which 
the margin between the British Preferential rate and the Most-Favoured 
Nation rate has been eliminated as a result of the tariff concessions made 
at Geneva, in 1947. 

Mr. McKinnon was further examined and retired. During the interroga- 
tion, Mr. J. J. Deutsch, Mr. W. J. Callaghan and Mr. Hubert R. Kemp answered 


certain specific questions. 


Dr. A. E. Richards, of the Department of Agriculture was called, and filed 
with the Committee certain statements which had been requested. 

On motion of Mr. Timmins, 

Resolved,—That the statements filed by Dr. Richards be printed as appen- 
dices to this day’s Minutes of Proceedings and Evidence, namely, 

Appendix “A”—Memorandum: Apple Production and Exports, Canada and 
the United States 1935 to 1938. : 

Appendix “B”’—Memorandum: Value per Acre of Farm Land and Build- 


- ings in Canada and the United States and in British Columbia and Washington. 


Appendix “C’—Memorandum: Numbers of Apple Trees and Acreages in 
Orchards, by Provinces. 

The witness was retired. 

After discussion, it was agreed that the next meeting would be held on 
Thursday, May 6, 1948, at which time Mr. J. J. Deutsch would be in attendance 
and the Committee would proceed with the study of the Final Act. 

It was further agreed that the Committee would meet at 10.30 o’clock 
sae on May 11, 1948, to hear representatives from the Fisheries Council of 

anada. 

At 10.30 o’clock p.m., the Committee adjourned to meet again at 8.30 
o’clock p.m., Thursday, May 6, 1948. 


ANTOINE CHASSE, 
Clerk of the Committee. 


12065—14 


MINUTES OF EVIDENCE 
Houser OF Commons, 
May 4, 1948. 


_ The Standing Committee on Banking and Commerce met this day at 8.30 
p.m. The Vice-Chairman, Mr. G. Edouard Rinfret, presided. 


The Vice-CHarrMAN: Gentlement, the meeting will come to order. 
~ Mr. McKinnon will continue on the schedules as we started them at the last 
meeting. ; 


Mr. H. B. McKinnon, Chairman of the Tariff Board, called: 


Mr. Jaenicke: Mr. McKinnon was standing up for nearly two hours the 
last time, Mr. Chairman, could you not do something? 


The Vice-CHatrMAN: I suggested that he sit down but he prefers to stand. | 


The Witness: I will begin standing. When the committee rose at the last 
meeting you will remember that we had been on the schedules pretty much 
all of the evening. At the conclusion of the meeting there were two or three 
requests for further information, one of which was from Mr. Timmins, asking 
if we could, without too much trouble, prepare a short statement of the items on 
which the preference had been eliminated as a consequence of the discussions at 
Geneva. I replied at that time that I thought the story could be told very 
quickly by looking at the schedules, because we showed in the schedules which 
are now included in the large volume of the proceedings of the committee, report 
No. 2, the present British preferential rate and the present most favoured 
nation rate and, in the next column, the proposed preferential rate and. the 
proposed most favoured nation rate. It would be obvious—from looking at 
the items—where the preference had disappeared. However, Mr. Timmins 
thought it would be useful to the committee if the members could have set 
out in a short form the particular items. We have prepared such a statement 
and we have brought sufficient copies to hand around to the members. While 
the statement is being handed around I could perhaps say a word. The members 
of the committee will notice that the statement is headed “list of tariff items and 
sub-items in respect of which the margin between the British preferential rate 
and the most favoured nation rate has been eliminated as a result of the tariff 
concessions made at Geneva, in 1947.” Mr. Timmins particularly seemed to 
have in mind something that was concise and easily seen. Therefore, we did not 
clutter the statement up with the present or the proposed rates. These are in 
the schedule to which I have referred. 

Mr. JAmENICKE: At page 151. 

The Wrrness: Yes, of the large report. 

Mr. Timmins: Yes. 

The Wirness: We extract here the item—the tariff number; a key word— 
just an indication of what the article is—and the country to which the concession 
is attributed. In other words this is a list of ninety-four or ninety-five items 
on which the margin of preference was eliminated. It may be that the members 
of the committee would want to run through this list and ask questions about 
particular items. 
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Mr. Harris: Is there much point in Mr. McKinnon talking about “the 
proposed rate”? The proposed rate will be the rate, or otherwise the entire 
Geneva trade pacts fall. Mr. Chairman— 


The Vicn-CHAIRMAN: Yes. 3 

Mr. Harris: When you are disengaged—I am asking you a question? 

The Vicb-CHAIRMAN: I am sorry. 

Mr. Harris: Oh, it is all right, but Mr. McKinnon emphasizes the words 
“nroposed rates”, as opposed to the rates in effect at present. If the proposed 
rates do not carry then the whole Geneva pact falls. Therefore, I do not think, 
Mr. Chairman, that it helps very much to emphasize the words “nroposed 
rates”. After all, sir, you as chairman must realize the Geneva trade pacts are 
something of which many of us are proud. We are proud of the work done over 
there on behalf of Canada, but at the same time—and I put the question to you 
as chairman of the committee—are we not after all just holding a post mortem. 
on what has transpired after study by our own efficient members? That study 
occupied almost a year and then there was in addition seven months’ study in 
Geneva and elsewhere. These men are bringing back their results and are we 
not after all just holding a post mortem on what they did? The “proposed 
rates” have been emphasized by the witness before the committee, but if they 
do not carry the entire pact falls by the wayside. 

The Vice-CuairmMAn: As I understand this it is a document filed by Mr. 
McKinnon just now, and this particular post mortem has been provided at the 
request of some honourable members of the committee. 

Mr. Harris: I appreciate what you say, Mr. Chairman, but in the state- 
ment made by my good friend Mr. McKinnon-—an acquaintaince of over twenty 
years—he used the words “proposed new rates—” and most of his depositions up 
to the moment have been phrased in that way. I was only using this moment 
or two of time to interpolate something which I have in my mind. After all 
we are just holding a little post mortem. 

Mr. Macponnetu: Would you not properly say after birth, rather than 
after death? ; 

The Wrrness: I suppose, Mr. Harris, that I used the words “proposed 
rates” just because of the habit of mind of a civil servant. 

Mr. Harris: Oh, if I had known that I would not have spoken. 

The Witness: I really used the phrase because of the fact this has ‘not yet 
gone before the House. As far as I am concerned it is only the proposed rate, 
but you are quite right in thinking that if any particular item were changed it 
would probably result in inability to proceed. — . 

Mr. Harris: I quite understand that. 

The Wrrness: Are there any questions on this particular list? 


By Mr. Macdonnell: : 

Q. Can you give a rough idea of the amount involved?—A. The rates? 

Q. No, the amount of trade involved?—A. The amounts of trade involved, 
Mr. Macdonnell, are shown in the large document to which I have referred, at . 
page 152 of Report No 2. 

Q. Very good. 

Mr. Futton: Which large document is that? 

Mr. Macponnetu: It is before us now. 

The Witness: Yes. 
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By Mr. Timmins: | 
Q. What does this mean on page 2 where you have listed item No. 312, the 


second item from the bottom of the page, asbestos, not crude—U.8.A.?—A. The 


concession was requested by the United States and the negotiations on that 


particular item were conducted with the United States. Therefore the reduction 


in rate or the concession is attributable to the United States. 

Q. As I understand it we are one of the large producers in the world, in so 
far as asbestos is concerned?—A. That is right, sir. 

Q. The British preferential rate ran in what way?—A. To get over Mr. 
Harris’ point, the British preferential rate before we went to Geneva was 15 per 
cent and the most-favoured-nation rate was 20 per cent. Now the most-favoured- 
nation rate has been reduced to 124 per cent and therefore the United Kingdom, 
being a favoured nation, will get the same rate—124 per cent, but there is now 
no margin of preference between the two rates. | 

Q. That means the United States is going to get asbestos from us just as 
easily as is Great Britain?—A. It is the other way. This is our tariff. This 
is the rate in our tariff. These are preferences in the Canadian tariff which have 
been eliminated. 


Mr. JapnicKE: But the rate— 

The Wrrness: Might I anticipate you there, Mr. Jaenicke? Prior to 
Geneva, anything imported under this item under the British preferential tariff 
would have paid 15 per cent. From the United States it would have paid 20 
per cent. Now they are both paying 124 per cent. 

Mr. Jaentcxe: Mr. Timmins mentioned that we were exporters of asbestos 
but we increased our imports from 1939 to 1946 by 100 per cent. 


Mr. JackMaN: We imported fabricated asbestos but exported raw asbestos. 
The Wrrness: We are one of the greatest exporters of crude asbestos. 


By Mr. Timmins: 
Q. You are speaking for instance of Johns-Manville products?—A. That 

is right; processed products. 
Q. We export raw material but bring back the fabricated material?— 
A. We export some of both, but we are very heavy exporters of crude asbestos. 


By Mr. Fulton: 

Q. Where the word “Benelux” is used throughout the document does it 
include Belgium, the Netherlands, the Dutch East Indies possessions, and so 
on?—A. Yes, I think so. Mr. Deutsch can probably confirm this. The pro- 
visional application does not apply to the colonial possessions but is applied 
to the metropolitan areas. In the negotiations proper, the Benelux countries, 
Belgium, Luxembourg, the Netherlands, represented all their territories includ- 
ing their colonies. 

Q. I imagine when that schedule comes into effect these items Nos, 20 to 25 
would be very substantial—coffee, cocoa? When we include Belgium and the 
Netheriand territories they would be pretty heavy suppliers.—A. They are 
tremendous producers of cocoa in all its forms, and as the largest supplier 
to this country normally they were entitled to ask for the concession and to 
argue for a reduction of the rate. 

Q. They are normally the largest supplier?—A. Normally. They are very 
large suppliers and, in some forms of cocoa, the largest. 

Q. From what British Empire country do we also obtain cocoa and 
chicory?—A. We get cocoa from the British West Indies but chicory came 
almost entirely from foreign sources. 
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Q. Do you anticipate any change in the channels of trade as the result 
of this elimination of the empire preference on those items?—A. It is hard to 
predict that. I should think that Benelux, in securing this concession and 
paying something for it, anticipated a bigger market in Canada for cocoa 
products—that is cocoa butter, cocoa paste, etc. On the other hand, each one of 


these concessions was dinctactd with the Commonwealth areas at Common-~ 


wealth meetings and these three items, were approved by the United Kingdom 
and the Colonial office on behalf of the Colonial possessions. 


By Mr. Hazen: 


Q. Would there be any pressure shana to bear on the Colonial office ° 


to accept this proposal? What was the position of the British West Indies, 


themseives, do you know? Were they agreeable?—A. All I can say, Mr. Hazen, ! 


is that not only were they represented through the Colonial office but the 
British West Indies had their own delegates at Geneva the entire time. 
They sat in on the negotiations; and scores of times, our delegation consulted 
the British West Indies delegation direct as well as through the Colonial office. 
: Q. Do you know whether they objected to it?—A. No. I should think the 
final decision as to whether or not all the parties concurred in a concession 
was made during discussions between the Colonial office and the British West 
Indies. In every single reduction we have made, we conferred with the British 
West Indies delegation. 

After all, they kept in mind that one of the most vigorous drives we had 
was by Cuba, for a reduction of duties on sugar. We did not reduce the sugar 
duties. We kept in mind the British West Indies interest and the fact that, 
for some years, the British West Indies had been trying to make a new agree- 
ment with Canada, which may involve other matters, such as shipping. We 
therefore refused to reduce the rates on sugar. The British West Indies 
appreciated that very much. 

If you look at item 152, you will find that although the United States 
pressed for a reduction on every type of fruit juice, we made a reduction on 
lime juice, orange juice and passion fruit and resisted the United States demand 
for a reduction on grapefruit juice because that was of prime importance to the 
British West Indies. 

I am giving two illustrations out of many where, time and again, in dread: 
contact with the British West Indies group, we took cognizance of their 
representations. I do not know of a single item to which they have raised any 
objection or did raise any objection before we left Geneva. 


By Mr. Fraser: 


Q. May I ask a question on that point? You mentioned grapefruit juice. 
If that is combined with orange juice, what happens then?—A. That would be 
under what is called N.O.P. item, Mr. Fraser. It is not shown in this particular 
list, 1f I remember correctly. 

Q. It comes in free, does it? 

Mr. JAENICKE: 10 per cent. 

The Witness: The preference is not eliminated. It is not shown in this list. 

Mr. JAmnicKE: According to this list it is eliminated, page 160. 

The Witness: It is contained in the N.O.P. portion, Mr. Jaenicke. You 
will find the present rates— 

Mr. JAENICKE: It is not shown on this list. 

The Wirness: Yes, but Mr. Jaenicke, that does not alter the fact that there 
is, in the tariff, an item peculiar to the West Indies which admits orange juice 
and grapefruit juice and blends of orange and grapefruit juice, free. All that 


we have done here is to reduce the most-favoured-nation rate on “list prices, 
N.O.P.” to 10 per cent. 
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Mr. JaentcKe: Why is that not in this list? | 
Mr. CALLAGHAN: Because the item is not in the agreement. The preference 


G will be in another item. 


By Mr. Fleming: 

@. Does most of our grapefruit juice come from the West Indies or the 
United States?—A. It varies from year to year. The United States and the 
West Indies have both been very heavy exporters to Canada. In recent years 
the Texas product has forged very much to the front. It was for this reason the 
United States particularly pressed for a reduction on grapefruit juice. During 
the war, we had been importing heavily from the West Indies, which had set 
themselves up to cater to this market. They were giving up their margins of 
preference on several other things and, therefore, we declined to make a reduction 
on grapefruit juice, retaining the full preference for the West Indies. 


By Mr. Jaenicke: 


Q. This statement on page 150 and the following pages, does that not con- 
tain all the items under the British preference?—A. It contains every item that 
was included in the schedule at Geneva. 


By Mr. Blackmore: 


@. What is the nature of the protection against sugar coming in from Cuba. 
Is the $2.30 valuation on imports retained?—-A. The duty varies with each degree 
of sugar content as shown by the polariscopic test, and varies also with the 
Dutch standard of colour. It is a tremendously complicated thing. The 
preference is in the neighbourhood of a dollar per 100 pounds. For example, on 
raw sugar of 96 degree test, the preferential rate is, roughly, 28 cents and the 
most-favoured-nation rate is, roughly $1.28. The polariscopic gradation follows 
all the way pou from 78 to 79 degrees polariscopic content to 98 or 99 
degrees. 

@. What I was wondering about was the fixed valuation for import purposes. 
It was fixed at $2.30. Has that been retained?—A. No, that has not been effec- 
tive for a long time. 


Mr. CauuaAcGHan: Not since about 1938 or 1939. 


The Witnsss: It has not been on for some years. That was an arbitrary 
valuation imposed upon the import of Cuban factory sugar, so-called refined. 


By Mr. Blackmore: 

(). Suppose such sugar were again to present itself next fall, would we be in 
a position to do anything about it?—A. So far as the rate of duty goes, there 
is not a single sugar item bound in the agreement other than by means of the 
declaration it is not the intention to raise the rates of duty. I think, probably, 
you are wondering whether the arbitrary valuation could again be resorted to? 

Q. That is right—A. I do not think it could, under the agreement. 

@. Would that mean our sugar producers would be exposed to Cuban granu- 
lated sugar as was the case before?—A. The only protection would be that 
afforded by the rates of duty. It would not be possible, under the Geneva 
agreement, to resort to the type of valuation which was used some years ago. 

@. Was the duty on the valuation of the sugar a percentage duty?— 
A. No, it is a specific duty. 


By Mr. Fulton: 

@. Has Mr. McKinnon placed before the committee the number of items 
on which the preference was not eliminated and the number of items remain- 
ing?—A. I can give that to you in round numbers. Of about 2,000 items in the 
tariff, if we include all the sub-items, 1,050 were dealt with at Geneva. Of the 
1,050, the most-favoured-nation rate was reduced on about 600, and the most- 
favoured-nation rate was bound on the other 400. 
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Now, that leaves about 1,000 items not dealt with at Geneva at all which, 
of course, includes quite a number of items which are free across the board as 


well as a few items on which the rate in both columns happens to be the same. 


Q. I was thinking, Mr. McKinnon, you have told us here of the 94 items on 
which formerly there existed a British preference and that preference was: 
eliminated and brought into line with the most-favoured-nation rate. Can you — 
tell us the items on which the British preference still exists?—-A. No, we should 
have to go through the tariff and count them. 

Q. Could you give us an approximation?—A. I should think, offhand, 500 
or 600 items at least on which there is still a very definite British preference. 

Q. Can you also give me some of the more substantial items so we will 
have an idea of the sort of thing you mean?—A. On which there is still a 
British preference? 

Q. Still a British preference?—A. Yes. Practically all the way through the 
textiles items almost all of them. There are very, very few items in the textiles 
schedule—which comprises I should say off-hand between 75 and 100 items— 
on which there is not still a preference, and in most cases a quite substantial 
one. The same thing applies to almost the entire list of iron and steel products. 
It applies to a great portion of the chemical group. It applies to paints and 
varnishes, pharmaceuticals—in other words, to the extent that there was a 
preference through our whole tariff, it is amended in some 600 items and 
eliminated in 94 items, out of a total of about 2,000. 

Q. I thought you said there were 1,500 items on which there was a British 
preference?—A. There are about 2,000 altogether, of which we dealt with a 
thousand at Geneva. There are many that we did not deal with at Geneva and 
they are still as they were when we went to Geneva and still carry the preference. 

Mr. Fieminc: Just for convenience could I put in the record here; Mr. 
McKinnon did give information on this point on page 207, of our proceedings 
where he said:— 

There are between 1,800 and 2,000 items and sub-items in the Cana- 
dian tariff. Of those 1,800 items 1,050 are included in this schedule. 
Of the 1,050, 600 represent a reduction, and 400 are binding on the present 
rates. Therefore, with respect to the 800 or 900 items not bound in this 
schedule, the Canadian parliament is free to do as it desires. 

The Witness: That is right, Mr. Fleming; any item that was not dealt 
with at Geneva. is still entirely free in so far, as any tariff action by Canada 
is concerned. 

Mr. JAcKMAN: Do I understand that the purpose we are pursuing at the 
moment is to discover why the various items in this list are there? Unfortunately, 
I was away last week. 


By Mr. Timmins: 
Q. I asked the question I did to see whether anything was being lost under 
the change in the British preference——A. I understood Mr. Timmins to mean 
that he would like a simple list of preferences eliminated. This is the list. 


By Mr. Jackman: 

Q. May I ask why fresh meat and veal, the first item, has had the prefer- 
ence eliminated; and, at the request of the U.S.A.; in view of the fact that we 
are an exporting country on fresh beef and veal rather than an importing country? 
—A. That would be precisely why it was done, Mr. Jackman. The United 
States was reducing its duty from 6 cents a pound to 3 cents a pound at the 
special request of Australia. | 
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Q. Australia?—A. Australia is the biggest supplier in the world, along with 
the Argentine. By reason of the most-favoured-nation clause we get the benefit 
of that. In other words, we get the benefit of a reduction from 6 cents a pound 
to 3 cents a pound in the United States rate; therefore, we were satisfied to do as 
we did in the case of many other items, to make the rates identical. 

Q. But that-did not originate with us?—A. No, but the result 1s that our 

meat will be able to go into the United States at the 3-cent-a-pound rate, and 
when last we enjoyed a 3-cent rate we exported something over 50,000 ,000 
pounds a year. At a time when the quota on live cattle might be completely 
filled and when our packing plants might have meat that could be exported, we 
: would benefit by this 50 per cent reduction in the United States rate, this could be 
of great potential value to our packing industry. We offered, therefore, to make 
the rate reciprocal in our tariff. The same thing applies to live hogs and many 
' agricultural products. 
Q. You say it was attributed to the U.S.A. I would take it from your 
explanation that it was requested by Australia and conceded by the U.S.A.?—A. 
Tf this were a United States list they would show it attributed to Australia; since 
this United States concession to Australia redounded to our benefit, we have 
attributed any readjustment to the United Staes. 


By Mr. Fulton: 

Q. Can you tell us whether in the case of meat when it comes into the full 
operation it would be possible for us to maintain our quota of 400,000 cattle, 
or maybe 400,000 tons of cattle, could they still go in for that quota?—A. Yes, 
Mr. Fulton, we secured at Geneva an increase in the cattle quota from 225,000 
head to 400,000 head at the same rate as existed prior to that. 

Q. What rate would that be per head?—A. That would be at the rate of 
14 cents per pound under the quota, a rate regarded as quite favourable, 
and we were able to secure an increase in the quota. 

Q. Was that under 92, on live cattle?—A. No, in our agreement with the 
United States in 1938, we had secured a rate of 13 cents. 

-Q. That would not be classed as a quantitative restriction?—A. No. Mr. 
Fulton, because it is not an absolute quota; it is a tariff quota, which makes 
possible a reduction in the rate, provided it is within the quota. 
| Q. There has been no reduction in the total, 400,000 head?—A. No. 

Q. And it may go over that at the higher rate?—A. That is right, sir. 
Instead of being held down to 225,000 head we can now export 400,000 head 
at the 14-cent rate, and as many more as we like at full rate. 

Mr. JACKMAN: On 3(a), starch N.O.P.; is that tapioca, or just manufactured 
starch? , 

The Wrirness: Item 39 (i) is potato starch, etc.; Item 39 (11) is cornstarch. 
There is a very small reduction there, from 13 to I cent. 

Mr. JAcKMAN: That is cornstarch? 


The Witness: Yes. 


By Mr. Macdonnell: 

Q. If it is not covering ground which was covered when I was not here last 
) week, would it be helpful if we could see a summation of the money involved? 
Would it be helpful if you were to make a calculation which would indicate the 
value of the British preference which still remains in relation to the quantity 
of trade involved? I am not suggesting that you should give it now. You can 
give it later on. I thought, to me at any rate, it would be very illuminating 
if I knew how much was affected, how much is not changed?—A. You mean, 

by reason of these eliminations? 
Q. Yes——A. We could total up the preference trade in each of these 94 items. 
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Q. I wanted more than that, I wanted to see how much there was apart 
-from these items which are still standing in effect; in other words, to get the 
picture of how much of the whole, of the total trade still. carries the preference, 
and how much would have ceased to carry the preference because of the recent 
negotiations, and showing the result. I think if we had the money amounts it 
would give me at any rate a better idea of the relative importance—aA. All we 
did in this table, Mr. Macdonnell, was to show the total trade on each item 
in the schedule. 

Q. I suppose it is because I don’t want to do it myself, I want someone 
to do it for me.—A. The easiest way would be to total the ones on which the 
preference was eliminated and subtract them. 

q. You can do it better than I can—A. We can do it. 

Q. For what period?—A. For any given period. 

@. What I am after is the picture of the change, what change has been 
made by reason of what has been done in the last eighteen months. 


The Vicn-CHAIRMAN: And what the percentages are? 

The Witness: We have already shown it for two years, 1939 and 1946. 
Mr. MacponneE.u: The totals? 
The Witness: The totals. 


Mr. Fiemine: That would be sufficiently representative for the purpose 
of this. 7 
The Witness: Mr. Fleming, that is the reason why we put in the two 
years; 1939, prewar—normal, if you like; and the other year, 1946, under present 
conditions. : 


By Mr. Fleming: 


Q. This is a breakdown of your total figures and it will assist us in — 


understanding the total dollar value in each case. It shows that?—A. The total 
dollar volume of imports. 

Q. The information that you have just given as to the items in the Canadian 
tariff, that answer of yours on page 207, which I read a moment ago, covers 
that?—A. Yes. 

Q. Can we get the particulars for the whole thing?—A. It will be quite 
a job to go through them and total them up for all the items of the tariff. 


By Mr. Macdonnell: 


Q. I do not want to ask you to do the job if the figures I have asked for 
are available somewhere else—A. I think we can extract it for you. 


The Vick-CHAIRMAN: Are there any other questions of Mr. McKinnon? 


The Wirness: You will see an interesting recap. on page 187 of the pro-. 
ceedings of April 13th. You will notice there we show for the two years the 
total imports under schedule 5 items. Have the’ members all found that on 
page 187? The imports, under schedule V items—that is the items dealt with 
at Geneva—in 1939 were $580,000,000 and in 1946 were about $1,483 million. 
Total imports of all goods into Canada for the same two years were $750,000,000 
and pretty close to 2 billion, respectively and the percentage of total imports 
covercd by schedule V is about 77 per cent in each year. About 77 per cent of 
our import trade is represented by the Geneva schedules. 


By Mr. Fleming: 

Q. In connection with these totals would you be able to give us an estimate 
of the probable loss in customs revenue to Canada? Is that a figure that it is 
possible to estimate?—A. It can be estimated but it is not a very realistic 
figure. No one can tell whether a reduction from 44 cents a pound to 4 cents 
is Zoing to increase imports greatly or not. There would be occasions when a 
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reduction from 4 cents to 2 cents would not make a particle of difference 
because the 4 cent rate may have been relatively low and no impediment to 
- trade. On the other hand, .a reduction from a rate of 45 per cent to one of 

25, might make all the difference in the world in the imports. I think you 
- would agree with me it is a very difficult thing to estimate, and even if estimated 
it would be little more than a guess because it is hard to tell to what extent 
and in what direction, and particularly on what items, the flow of trade, the 
volume of trade, may be altered. 

Q. Probably one should not ask you to do that. Probably just for the 
sake of information we might have what the reductions would represent so far - 
as loss of revenue is concerned as it was in those two years that you are working 
on, 1939 and 1946. Probably we should net ask you to go beyond that. 


By the Vice-Chairman: 

Q. Does that give a fair picture?—A. It is pretty hard to estimate. There 
are hardly any two items—that is an exaggeration—in the whole tariff that 
are the same. You have got an endless number of combinations of rates. You 
have got compound duties consisting of specific and ad valorem. It would be 
extremely difficult, and I would not like to put my name to the estimate, 
because I think it would be very unrealistic. This may be some indication of 
what you have in mind and the information you are seeking to get. Prior to 
our going to Geneva the average rate of duty, if I may put it that way, on 
United States goods imported into Canada—and I am talking only of dutiable 
goods and excluding the free altogether—as a percentage of the value was 
about 22 per cent. If you take the total dutiable imports and calculate the total 
duty paid on them, the latter as a percentage of the former was 22 per cent. 
My own guess, and it is purely a guess because of the very factors I am stating 
to you, would be that now as a result of Geneva our average duty, if I may call 
it that, on dutiable goods from the United States would be somewhere in the 
neighbourhood of between 18 and 20 per cent. Even that does not give any 
indication of the loss of revenue because so much depends upon the extent 
to which trade may change. 


By Mr. Fulton: 


Q. It is possible it might increase the revenue?—A. Conceivably. On 
many items, even where the reduction in the rate was small there might be a 
considerable increase in trade; there might conceivably be more revenue. 


By Mr. Blackmore: , 

Q. Can you give us an idea to what extent the fixed valuation device was 
used on Canadian imports? We have sugar as one example. were there a 
considerable number of others?—A. Yes, there were; under various sections of 
the Customs Act, particularly Sections 40 and 41, 43, 43(a). The Governor in 
Council, or the Minister of National Revenue, has in the past been empowered 
: in certain instances to fix value for duty purposes on a more or less arbitrary 
F basis, and that device was employed some years ago to a considerable extent. 
In our agreement with the United States in 1935, and again to a further 

extent in 1938, Canada undertook not to resort to that type of valuation, 

making reference to specific sections of the Customs Act. At Geneva the slate 
was cleaned in that sense, in that resort may not be had at all to arbitrary 
valuation. As Mr. Deutsch explained in his evidence, the 23 countries at 
Jeneva agreed upon a uniform principle of valuation. This principle is that 
the value for duty shall be the actual value; the article goes on to define 
actual value and says that if the actual value cannot be determined it shall 
be the nearest equivalent thereto and, to cope with dumping, in no case less 
than the cost of production plus a reasonable profit. Within that general 
principic, if Canada subscribes to this agreement, Canadian legislation will 
have to lie. 
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By Mr. Jaenicke: 

Q. Did they not act this afternoon? Is not the bill they introduced 
this afternoon to cover that point?—A. I did not know that such a bill was 
introduced today. 

Q. That is how I understood the explanation of Dr. McCann’s bill to amend . 
the Customs Act.—A. That is what it will be. I did not know it had been 
introduced. The Customs Act in Canada, just as it must be in the United States, 
has to be amended to bring it into conformity with the Geneva principles, and 

apparently from what you say, the Minister has already introduced the bill. 
| Q. We will likely have it in the mail tonight or tomorrow morning.— 
A. I did not know it had been introduced. 
Q. It had first reading this afternoon. 


By Mr. Timmins: 

Q. On page 3 of this litle sicaahe you have given us the first 12 items 
have to do with metal products?—A. Yes, sir. 

Q. And are all concessions attributable to the United States?—-A. That is 
right. 

Q. Previously Great Britain had a preference on bringing those goods into 
the Canadian market, I presume?—A. Yes. 

Q. What is the significance of these losses of preference to Great Britain, 
and why did they come about in this way with concessions in each case to 
the United States?—A. In most of these items—I would not say every single 
one—the United States is the principal source of supply. We import more from 
the United States than from any other country. Therefore they were entitled 
to argue for a reduction, as the principal source of supply. In quite a number 
of these cases Great Britain. had little, if any, interest at all. Offhand I would 
say that on Items 362(a), 424(a) and 435(a) she had little or no interest. On 
the others she had a very definite interest; but, as part of negotiations leading 
to a mutually satisfactory agreement, the United Kingdom consented to the 
elimination of her preference on each one of those items. On the other hand, 
through all the primary products of iron and steel, starting with pig iron and 
carrying right through and including all rolling mill products, we reduced rates 
on very few items. 

Q. We want all those—A. We have a big industry, and we contended, when 
pressed by the United States—as we were on almost every single item in the 
schedule, which contains at least 300 items—that our rates were already so low 
as compared with theirs that it was not just to press us for anything, and we 
resisted. But when we reached items covering processed goods—such as this 
copper or brass wire under Item 351—we knew that we have an extraordinarily 
efficient brass and copper industry in Canada. 

@. A growing industry —A. A growing industry, and one that has been 
exporting to various parts of the world; one that is extraordinarily efficient. 
As regards the retention or loss of the preference, I do not think it made a 
particle of difference to our industry. Their chief competition, such as it was, 
was from the United States, and members will notice that on most of these 
the reduction is not a drastic one. On Item 351 it is fairly heavy, from 274 
to 20; and the next one is from 243 to 20. On tin plate, Item 383b, occurs the 
solitary instance of an increase in the British preferential rate, in the entire agree- 
ment. I indicated the other night in general terms the British attitude in this 
respect: They were not prepared to send us in plate within the near future; 
they did not know whether they would ever regain their market in Canada, 
because of our own tremendous capacity; and they no doubt felt that the tin 
plate preference in this country was not worth very much to them. If I might 
refer to apples again, Mr. Fulton, their reaction in respect of tinplate was 
‘somewhat the same as our own in respect of the apple preference in the United 
Kingdom: It was not a thing to be sold at a great price. They apparently did 
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not care if we reduced the most favoured nation rate to free or increased the 
British preferential rate to 15. We felt we could not reduce the former to free, 
because we could not withstand duty free competition from the world market 
on tinplate, and the only way to eliminate the preference was to raise the 
preferential rate. The United Kingdom concurred, presumably because they had 
practically written off this market with regard to tinplate. 
4 Mr. Futron: With regard to these ten items, it amounts to a concession 
to the United States, it is not a blow to any trade with the United Kingdom? 
The Wirness: That is generally true; and in every single case the United 
Kingdom concurred in the reduction. 


By Mr. Timmins: 
Q. Are any of these twelve items prohibited from coming into Canada by 
reason of the austerity program?—A. To the extent that these are consumer 
goods—Mr. Deutsch would know more about that. I imagine that some of 


4 them, Mr. Deutsch were on the prohibited list? 

is Q. I was looking at page 3, the first twelve items. 

2 Mr. DeutscH: I believe one or two of them may be on the prohibited list, 
and others, Mr. McKinnon, like aeroplane engines and parts, will be under 
» permit. 

“ 


By Mr. Fleming: 

- Q. May I turn back to another interesting subject, that of margarine. We 
have from Mr. Deutch, at page 206 of our proceedings an interpretation given as 
to our obligation now with the general agreement in effect and the obligation 
that we will face after ratification of the general agreement. Now, I want to be 
entirely fair with you and I would like to read the reference at page 206 of the 
evidence of this committee. There were some questions I asked Mr. Deutsch on 
this point. After dealing with the three embargos—that is to say, those on 
margarine, used cars and used aeroplanes—I go on and say:— 

Forgetting for the moment the application of the balance of payment 
article what is the status of these embargoes today on those three specific 
commodities?—A. They are in force. 

Q. Which is in force, the embargo or the general agreement?—A. The 
embargo. 

Q. The embargo is still in foree?—A. Yes, and since these embargoes 
are embodied in our legislation we are not required to remove them 
because it would be inconsistent with our existing legislation. All we 
have done by signing provisionally is to do everything we can within 
our existing legislation. 

Q. Do I interpret that correctly when I suggest that in view of what 
you have said there is no obligation on Canada under this agreement 
either legally or morally to remove these embargoes?—A. Not as long 
as it is provisionally in effect. When it is brought finally into effect then 
we must bring these embargoes into line with the provisions of this 


agreement. 
Q. How?—A. By changing the legislation. 
} Q. Then that would mean that the embargo would have to go?— 
A. Yes. 


Q. We are bound by this agreement?—A. If parliament approves it. 

Q. When ratification of the general agreement comes about we are 
undertaking a legal obligation here to remove the embargo on margarine, 
used cars and used aeroplanes?—A. As far as this agreement is con- 
cerned, yes. 
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Now, as to the effect of the provisional agreement, Mr. McKinnon, was 
that the interpretation you put on the Geneva agreement when it was signed?— 
A. Absolutely as regards the provisional application of the General Agreement 
there is no doubt, because we only undertook on behalf of the government, to 
bring it provisionally into effect to the extent it was not inconsistent with existing 
legislation, which meant that while by order in council the rates of duty could 
be reduced, it would require legislation to bring certain parts of the agreement 
into effect. That had to be done when it comes finally into effect. I agree entirely 
with Mr. Deutsch’s interpretation. : 

@. You say then that while the agreement is provisionally in effect there 
is no obligation on this country to remove an embargo on the importation of 
margarine. What about what happens after ratification?—A. If our parliament 
approves the agreement, we have undertaken an obligation to bring our legisla- 

tion into conformity with the principles in the agreement. 

@. Mr. McKinnon, there is a passage in the evidence given by yourself 
in the Senate Standing Committee on Trade Relations that bears on this point, 
and I had a little difficulty in following it. Perhaps you would not mind if 
I read it to you for your clarification. It appears on pages 136 and 187 of 
the proceedings of that committee. I will read enough of the passage to give 
you the essence of it. They are speaking here of the ban. Then Mr. Couillard 
says:— 

Mr. Covituarp: As far as I know, the actual provision by which a 
country may not impose a ban on a commodity was not changed. The gen- 
eral rule still obtains. There were however certain exceptions to the general 
rule both under Geneva and under Havana texts and some of them, 
although not fundamentally changed, were given an interpretation such 
as the type I spoke of earlier; that is, interpretative notes and records of 
meetings now exist which permit the prohibition of certain commodities 
which were not previously covered in that way. 

The CHAIRMAN: On margarine? 

Mr. Covuituarp: On margarine, yes, sir. 


The CHatrMAN: It is merely an interpretation of what was done at 
Geneva. 

Mr. Covurtiarp: There was made at Havana an addition to Geneva 
Article 18, in the form of an interpretative note, which taken with 
article 45, now makes it clear that the embargo on margarine can be 
maintained. 

The CuatrMan: That is not in accordance with the views of the 
negotiators at Geneva, or the intent of the agreement made there. Mr. 
McKinnon can answer that question. 

Mr. McKinnon: Mr. Chairman and honourable senators, I should 
like to say that at Geneva the matter of prohibition of imports was dis- - 
“cussed in very general terms. There was provision for the usual standard 
type of the health of animals, etc. Margarine, in respect of the Canadian 
situation, was definitely discussed qua margarine. 7 

The Cuarrman: Did you ask the participating countries to make an 
exception of margarine? 

Mr. McKinnon: No, I don’t think we asked them to make an excep- 
tion of margarine, Mr. Chairman, but the matter of margarine came up, 
because some of the participating countries were aware of the ban on 
margarine in the Canadian legislation. 

The Cuarrman: The United States, for example? 
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Mr. McKinnon: Certainly; and others were interested, particularly 
some of those who would be potential suppliers of vegetable oils to this 
country. They were aware of this ban. The general view undoubtedly at 

~ the end of Geneva was that the article in the General Agreement to which 
Mr. Couillard has referred would not in future permit the continuance 
of the prohibition. 


The Cuarrman: And you signed the agreement in good faith with 
that understanding? 


Mr. McKinnon: The leader of our delegation, of course, was the only 
one who signed. There was no question in the minds of the Canadian 
delegation— 


The CHaArrMAN: And it was so understood by the other countries. 


Mr. McKinnon: —as such. I would not want to impose my inter- 
pretation, Mr. Chairman, as to what was in their minds, but I would 
say that in my opinion most countries that were interested in that partic- 
ular question understood that in consequence of the General Agreement, 
Canada could not continue the ban on the importation. 


The CuarrMan: And that was your own understanding? 
Mr. McKinnon: That was certainly by own understanding. 
The Cuarrman: Thank you. 


Mr. McKinnon: Now, as Mr. Couillard says, I am given to under- 
stand that since the Geneva agreement was tabled the matter has been 
referred to the Department of Justice, and that the Department of Justice 
has ruled or given an opinion that, under certain articles of the Geneva 
agreement, in particular if two articles are read in conjunction, it would 
be possible for Canada to continue to prohibit the importation of margarine. 

The CHarrman: But that was not your understanding of what was 
intended? 

Mr. McKinnon: As a negotiator, and as a layman, it was definitely 
not my understanding, nor do I think it was the understanding of any 
member of the delegation. But those members of this committee who 
happen to be lawyers will readily understand that legal experts differ in 
their interpretations of statutes, or what may become statutes, and I am 
told that the Department of Justice is of the view that, even despite the 
Geneva agreement, it is permissible, if Parliament wishes to do so, to con- 
tinue the ban on the importation of margarine. 

I think probably I have read enough of the passage and you will recall 
your evidence.—A. Yes, I recall it very clearly. 

Q. Would you clarify that passage for us?—Q. I am prepared to repeat 
what I said then. As far as I am concerned—and I was in charge of negotiations 
in so far as tariff negotiations went—when I left Geneva it was my under- 
standing—and I am certain it was the understanding of Mr. Deutsch and I am 
pretty sure it was the understanding of everybody on the delegation—that under 
this agreement as it was when we left Geneva it would not be possible after 
the coming into force of the agreement to continue the ban on the importation 
of margarine. 

Mr. Marauts: Provisionally coming into force? 

The Witness: There was never any question about “provisionally”. We 
do not have to hurry about it until parliament adopts the agreement. When 
parliament adopts the agreement and is prepared to bring it fully into force, 
parliament then has to face up to the situation of amending the legislation. 
That aspect never bothered me. The question was put to me, as a negotiator, 
whether the ban on the importation of margarine was prohibited and I had 
to say “yes”, because in my opinion it was. As I stated in my evidence, I 
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understand that the problem has since been referred to the Department of 
Justice, and that legal experts there have taken the view that if you read 


a 
15 


together two particular sections of the agreement—I am now in Mr. Deutsch’s — 
field, but you have asked me the question because of the evidence given by me — 
before the Senate—if you read together two particular sections of the Agreement 


it would still be possible to prohibit the importation of margarine. That is what 
Mr. Couillard meant when he said this point was clarified at Havana as far as 
the charter is concerned, because of an interpretative note inserted in the 
Charter—not in the Agreement, because they were not working on the agree- 
ment—which would make it possible for Canada to continue the ban on the 
importation of margarine. Not being a lawyer, I am not competent to say that 
I agree or disagree; I am told the legal opinion is that, in spite of the agreement, 
the prohibition may be continued. : 
Mr. Fieminc: May I summarize that by saying— 


Mr. Macponnett: May I ask a question there. Do I understand at 
Havana something quite apart from the legal interpretation took place? There 


was an addition to the mutual understanding by way of a footnote which you 


have now mentioned? 

The Wrirnuss: I had better bring Mr. Deutsch into this because he was at 
Havana and he knows that subject. It was dealt with by way of a footnote in 
Havana. 

Mr. Marquis: Could you read that footnote? 

Mr. Dreutscu: At Havana an interpretative note was specifically inserted in 
a section of the charter called “interpretative notes” which covers this as well 
as some other points. The note reads:— 

Any internal tax or other internal charge, or any law, regulation 
or requirement of the kind referred to in paragraph 1 which applies to an 
imported product and to the like domestic product and is collected or 
enforced in the case of the imported product at the time or point of 
importation, is nevertheless to be regarded as an internal tax or other 
internal charge, or a law, regulation or requirement of the kind referred 
to in paragraph 1, and is accordingly subject to the provisions of Article 18. 

This means, as I understand it that if you have a law which applies equally 
to a domestic product and to the importation of the like product and that law 
is enforced at the point of importation, that enforcement at the point of importa- 
tion shall be permissible. In other words if we say that no one in Canada is 
allowed to possess or to sell margarine and if that is the law— 

Mr. Marquis: That is the law. 

Mr. Deutscu: That is exactly the law. Suppose we pass a law whereby 
no one is allowed to sell or possess margarine. That would apply to the 
product whether it is domestically produced or imported. Regardless of the 
source from whence it comes if no one is allowed to possess margarine and if 
measures are taken to enforce the law as far as importation is concerned— 

Mr. Marauis: That is the law which exists now. 


Mr. Drutscu: If you were to enforce that law by preventing importation 
such a case shall be considered to be within the rules of this charter. 
Mr. Fiemtnc: Has that clause been sent to the Department of Justice for an 
interpretation? 
Mr. DeutscH: No. 

Mr. Fieminc: So what you are giving is your own interpretation of the 
footnote? 

Mr. Derutsen:. Yes. 


Mr. Fuemrne: How did that note come into the Havana agreement? 
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Mr. Devutscu: It covers three or four things. It covers the question of 


‘internal taxes and internal charges and regulations and laws of all sorts. 
A number of countries had laws and situations which were quite within the 
‘general spirit of this agreement but there was some doubt as to whether they 


could be maintained unless this interpretive footnote was inserted. That is the 


ground upon which the note was put in and margarine is covered incidentally. 


Mr. Trmmins: There were no specific items? 
Mi. Deutscu::- No. 
Mr. Fiemine: At whose suggestion? Did Canada have any part in the 


suggestion that there should be such a footnote? 


Mr. Drutscu: No, I believe the suggestion as I remember it came from 


other sources. I am speaking of the actual necessity for a footnote of this kind. 


Mr. Fiemine: Was the question of the Canadian law with reference to 
the importation or the sale of margarine one of the subjects discussed in 
connection with the footnote? 


Mr. Deutscu: Of course our delegation had in mind the position of 


_ margarine and if countries generally were agreeable to such a footnote or 
- such an interpretive note being inserted for general reasons then of course— 


Mr. MacDonne.u: You did not feel badly at having it put in. 

Mr. DevutscH: We did not feel badly at having it inserted. 

Mr. Fueminc: Did the Canadian delegation seek that footnote? 

Mr. DeurscH: I might go back a bit. At Geneva the Canadian delegation 


did seek, under instructions, a provision in the agreement which would not 


require us to remove the ban on margarine. 
Mr. Marquis: Pardon me—oh well I will not interrupt. 
Mr. Drutscu: We specifically asked for a provision which would enable 


us to maintain the ban on margarine but at Geneva we did not succeed. 


The Witness: That is why I said, in the evidence which you read Mr. 


_ Fleming, that margarine qua margarine was discussed. 


Mr. Fremine: You said that at Geneva you understood you were com- 
mitting yourself to the removal of the ban. 

Mr. Dreutscu: The fact is at Geneva we tried specifically to get a clause 
enabling us to maintain the ban but we were not able to get the other countries 
to agree and therefore we had to take the agreement as it was arrived at at 


Geneva. 

Mr. Freminc: Quite. The next step is the interpretation made by the 
Depaitment of Justice which is to the effect that Canada under the Geneva 
agreement is not obliged to remove the ban. Then, you went to Havana. Did 
you seek, at Havana, inclusion of that footnote in order to clearly bring the 
situation into line with the opinion of the department of Justice? 


Mr. Deutscu: On that point, I should say this footnote was proposed by 
several countries for varlous reasons. 

Mr. Fremine: Was Canada one them? 

Mr. Devutrscu: We did not propose the text originally, but as soon as it 
was proposed, we were quite aware it covered margarine. We were quite happy 
to have it. 

Mr. Fraser: Who gave you instructions from here? 

Mr. Deutscu: We took our instructions from the government. 

Mr. Fraser: What department of the government? 

Mr, Deurscu: We received instructions from the government, as such. 
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Mr. Marautis: If I remember correctly, Mr. Deutsch, the other day you — 


said when the agreement was final, the government would be obliged to repeal — 


the ban on the importation of margarine. In the light of what you said a few 
minutes ago, as the law prohibits the importation and the fabrication of mar- 
garine, I do not see why parliament would be obliged to repeal the clause 
imposing that ban on the importation and fabrication of margarine? 


Mr. Deutscu: You remember, when: we discussed that at the previous 
meetings I said specifically and with a purpose that, so far as the Geneva 
agreement was concerned, that was correct, as we understood it, Mr. McKinnon. 

Mr. McKinnon: That is right. 


Mr. Deutscuo: Now, the Department of Justice has examined this from a 
legal standpoint, and I am not competent to speak on the legal correctness of 
their interpretation. When I said, so far as this agreement was concerned— 
I was very specific on this—lI did not cover by that, the changes made by the 
Havana charter. 

Mr. JaApnicke: Did you not know of them then? 


Mr. DrutscH: Yes. The footnotes have nothing to do with the Geneva agree- 
ment. I went on to explain that there is a provision in the agreement which pro- 
vides for the supersession of a number of clauses in the agreement by the Havana 
charter and until that supersession has taken place, it has not yet taken place, the 
agreement is the thing which stands. 


Now, when the supersession takes place—we do not know when that may bed 
it may be a year or two from now. 


_ Mr. Futton: What has to happen before the supersession takes place? 


Mr. Drutscu: The countries which signed the Geneva agreement have to 
agree that the supersession shall take place. They are going to meet next summer, 
in August, and they will discuss the question of supersession. Until they have 
agreed, until that supersession takes place, this agreement stands and, therefore, 
this footnote only comes into effect when supersession takes place. Suppose that 
all happens. Suppose the countries agree that supersession shall take place. If it 
does take place, then, of course, the agreement would no longer require the 
abolition of the prohibition. 

Mr. Marauis: If I understand correctly, when you had these discussions with 
the other delegates you and your colleagues understood that margarine was 
protected and that we should abgléa@h the prohibition on the importation of mar- 
garine. You understood that, after having a discussion with your colleagues. 
However, as the law stands, as the sections are drafted, you cannot give a legal 
interpretation on the point? 

Mr. Deutscu: I cannot, no. 


Mr. Marauis: And the legal interpretation from the Department of Justice 
is to the effect that the importation of margarine can be prohibited even when 
the agreement is finally adopted. Is that so? 

Mr. DeutscH: That is what I am informed the legal experts have decided. 

Mr. Marquis: This is your opinion? 

Mr. Drutscu: Yes. | 

Mr. Marquis: As long as the agreement is not finalized, the prohibition can 
be maintained? ; | 

Mr. DrutscH: Yes, we have always made that clear. We have always said 
so long as it is provisionally in force, we do not have to change our existing 
legislation. 

Mr. Gour: I just want your own view and not the view of a lawyer. I 
understood the last time I asked the question that a country which had an 
embargo—we are talking about margarine, but there are lots of embargos. Many 
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countries have embargos against many things such as used cars, aeroplanes and 
: argarine. You have said many times when I was here that if our parliament 
accepts this agreement, it will be about two years or two years and a half before 
the agreement is in force. However, when it does come into force as passed by 
_ parliament, it will be the obligation of every country to take off these embargos. 

4 However, if Canada says no one shall be permitted to have margarine in his 
Bp posecssion or sell it, then we will be able to put a tariff on it. We will be able 
F to put a tariff on any of these things which are prohibited, any kind of tariff, 
_ without discrimination by the other countries who are of this group. We will be 
j permitted to put on a tariff, we will say for a joke, of $3 a pound on margarine. 

4 Mr. Marauts: It is not a joke. 

& 


Mr. Gour: It is a joke because you are buying butter now and blaming 
_ the farmer because he gets a little bit. In past years you bought it for 25 
; cents or 30 cents, the price of axle grease. It will be possible to put a tariff on 
2 those things. When this agreement. is passed, the government in power and the 
_ members of it will decide there should be a tariff of 50 cents a pound or 75 cents 
; a pound on margarine. Therefore, there will be no discrimination against any 
_ country in this group. | 
A Mr. Marquis: I understand, Mr. Deutsch, we can put heavy duties on these 
4 products but we can keep on prohibiting the importation of margarine according 
_ to the legal interpretation of the Department of Justice. Is that not so? 


: Mr. Deutscu: There are three things which have to be kept in mind. So 
. long as the agreement is only provisionally in force, we can maintain the 
_ embargos we now have. The second point is, when the provisions of the Havana 
_ charter supersede the provisions of the agreement, then the maintenance of the 
_ ban on margarine would continue to be permitted. 


| Mr. Macponneiu: How do you know that the Department of Justice will 
_ not say this footnote does not mean what it says just as they said the other did 
not mean what it says? 


Mr. Deutscu: I am not a lawyer, I cannot say. Mr. McKinnon, who was 
in charge of negotiations refused to bind the duty on these three items, margarine, 
used cars and aeroplanes. Therefore, as this gentleman has pointed out, the 
government is perfectly free to put on whatever duties it wishes on those three 

items without, in any way, breaking the spirit or breaking any undertaking in 
this agreement. 

Mr. Fuuron: Can you tell me this; during your discussions at Havana or 
any other conversations you have had with the contracting parties or any of 
_ their representatives, what was their view of the interpretation placed on the 

agreement by eur Department of Justice? 

Mr. Dreutscu: The matter, Mr. Fulton, has not been specifically referred to 
_ them so far or discussed with them, so I could not answer that question. 
Mr. Fuuton: What is the view, supposing we leave out altogether the 
- Department of Justice’s interpretation which says, even under the agreement we 
can maintain the ban, leave that out, surely the contracting parties or the 
_ parties to the Havana charter would not consider it necessary for Canada to 
remove the ban under the agreement. When the charter supersedes the agree- 
ment Canada could maintain it. In other words, has it not all, perhaps, become 
rather academic because the contracting parties, in view of the charter and the 
- footnote, would not insist we remove the ban, even though we may be bound 
to by the agreement? 

Mr. Deutscu: I think that is a very good point, Mr. Fulton. If it seems that 
the supersession of the Havana provisions will take place fairly soon then it 
would seem a very sensible thing not to change the law for a few months and 
then put it back to where it was originally. I think your point is very sound, 


yt - 
S.. 5 i ‘ a . 
~ i 4 (e 


— 


ee = FP 


268 STANDING COMMITTEE ; 1 


that it is highly academic in that sense; if indeed the supersession will take 
place—we don’t know that for certain yet—but if that seems to be the case I do 


bt 


: 
3 
if 
4 


not think we would be pressed to make a change which ultimately will not be © 


required. 


Mr. Fuuron: We certainly would not be pressed to do it until it becomes ; 


apparent that supersession— 
Mr. DeutscH: Would not take place. That is right. ' 
The Vice-CHAIRMAN: Now, gentlemen, shall we revert to schedule 5, and 
the evidence that Mr. McKinnon was giving and see if we can finish with it 
tonight? | 
By Mr. Timmins: 
Q. I asked Mr. McKinnon a question with respect to coal. Page 3, item 


. 


586, the British preference with respect to anthracite coal was lost?—A. Yes. — 


Q. And that was attributed to the US.A.?-—A. Yes. 

Q. I suppose it was at the instance of the U.S.A. that the preference was 
dropped, was it, Mr. McKinnon?—A. Yes. 

Q. Does that apply also to blower coal as well, or only specifically to 
anthracite coal?—A. That is a matter of customs interpretation, Mr. Timmins. 
They do include the word “anthracite”, anthracite coal of certain sizes down 
to, I think, screenings. Mr. Callaghan, you may know more about that. It 
would be the blower coal you are talking about? 

Q. Yes—A. That would undoubtedly—unless it is an extremely small size. 
It is in this item. 

Q. That preference on the blower coal to Canada is lost forever so far as the 
British preference is concerned?—A. I would not say— 

Q. I mean, you can’t get the preference back again under Geneva?— 
A. Britain has foregone her preference on that commodity. 

Mr. CALLAGHAN: It covers coal down to and including buckwheat No. 3, 
and barley. 

Mr. Trmmins: You said buckwheat No. 3? 

The Witness: That is, down to screenings. 

Mr. CaLtLAGHAN: Down to and including buckwheat No. 3, and barley. 


By Mr. Timmins: 

Q. We do go below the British preference rate in respect to our operations— 
A. You mean on anthracite? 

Q. On anthracite—A. No. It was free. The British preference rate was free, 
the most favoured nation rate was 50 cents a ton. | 

Q. I see; then, that having come off, does it affect British coal in Canada 
at all?2--A. I would not undertake to answer that very well, because it is 
entirely up to the trade. | 

Q. In other words, the United States are getting their anthracite coal in free 
now where it was not free before?—A. That is right, sir; but then we ourselves 


had to pay the duty, and I would think that in most cases the importer would pass ~ 


on the reduction. 
At the last meeting of the committee Mr. Timmins asked for particular 


information regarding concessions secured by Canada from the various countries— 


I think you included all the countries at Geneva—in respect to certain lines of 
commodities which you put on the record. 

Q. That is right—A. Mr. Kemp and his colleagues have prepared the answer 
to that. It is extremely voluminous and it is just a question of whether you would 
care to have it yourself or whether the committee will decide to have it on the 


record. You may wish to examine it. Mr. Kemp has ithere. It is extremely long 


because he has prepared information with respect to each of the commodities you 
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‘mentioned; exactly the concessions secured in each of the countries; and since the 
tariff structure, classifications, nomenclature and so on varies in the several 
countries it is a very voluminous document. If the committee wishes, of course, it 
is available and can be put on the record. 

| Q. Could we have a look at it and ask you a few general questions?—A. You 
- might wish to call Mr. Kemp and follow up Mr. Timmins’ request on that. Mr. 


Fulton asked at the last meeting if Mr. Richards had any information regarding 


- the relative values of orchard land in Canada and the United States. Mr. 
- Richards did not have it at the time, but since the committee appeared interested 
in that he has dug up a lot of information on it and is prepared to put that also 

on the record, if the committee so desires. Mr. Blackmore also was interested in — 


q the relative values of orchard land. 


By Mr. Hazen: 
Q. Does the Geneva agreement in any way affect importations of Japanese 


ie goods in to this country?—-A. No. In the first place Mr. Hazen, Japan was not 


% represented at Geneva and did not negotiate. In the second place, although 
_ prior to the war Japan had favoured nation treatment, she lost that as a conse- 


quence of the war and has never been restored to her. 


Q. Are we free now to fix such tariff as we wish to against Japanese goods 
coming into this country?—A. As long as Japan remains in the state where she - 
is not subject to favoured nation arrangement it would be open to parliament to 


4 put whatever duty it wished against Japanese goods. 


Mr. Marauts: If @ peace treaty is signed, what would be the position of 
Canada? 


The Witness: It depends on whether or not Japan then either asks for the 
restoration of most favoured nation status or is free to ask for it, at which time 
~ Canada would have to consider the request. 

; Mr. Marauts: It would depend on the conditions in the treaty? 

The Wirness: That possibly would be a matter to consider. 

Mr. Hazen: The reason I asked the question was because I had seen an 
item in the Vancouver News Herald which said that the Japanese are back on the 
Canadian market and back by benefit of U.S. dollar financing. It goes on to say | 
that an importer of Japanese goods in this country can get all the American 
dollars he wants from the Foreign Exchange Control Board to buy goods in 
Japan. The article ends up by saying; your United States dollars go round and 


round building up in Japan an industry which may disrupt the steady progress 


of key Canadian industries. 

The Witness: I do not know as to the accuracy of that report. That would 
have to be answered in the first part by someone from the Foreign Exchange 
Control Board. But any Japanese goods coming into Canada would not get 
favoured nation rates. 

Mr. Mareuis: Do we import Japanese goods through a channel in the 
United States? : 

The Wirness: That would depend on whether or not the United States 
content would meet our content requirement. I would not say for a moment 
that if some material which had originated in Japan had entered into the economy 
of the United States and had been processed into something that became in fact 
a United States product, it might not come in that way; but there would be very 
few cases of that. But Japan does not get the benefits of the most favoured 
nation rate; she does not come under this agreement at all. 
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By Mr. Jackman: 

Q. Would this be an appropriate time to ask Mr. McKinnon what negotia- — 
tions, if any, took place in regard to the export of books written and pub- 
lished in Canada to other countries?—A. That is Mr. Kemp’s end of it. We made 
few changes, if any, in the Canadian tariff because most of these goods are free, 
including even periodicals. 

Q. Coming into Canada?—A. Coming into Canada. 

@. The reason I raised the question is this. I suppose all members received 
a circular today from some Canadian organization which inveighed against the 
rule prohibiting the export of Canadian books into the United States because they 
would infringe the American copyright laws. Did any discussion take place in 
regard to helping Canadian authors circulate their books, particularly in the 
United States, free of tariff or free of any infringement of American copyright?— 
A. J will defer to Mr. Kemp on that. To my memory, there was no discussion on 
copyright; whether or not there was a discussion as to the rate of duty on printed 
matter is something that I will ask Mr. Kemp to answer. 

Mr. Kemp: I think I can answer that very briefly, Mr. Jackman. Under the 
general practice that was followed at Geneva, countries negotiated on possible 
tariff concessions with the principal suppliers of the article in question. The 
United States, for example, pursued the general policy that if it was contemplating 
reducing its tariff on anything in particular it would negotiate only with that 
country that was regarded as the principal supplier to the United States of the 
commodity in question. Thus if they were negotiating cn shoes it would be with 
Czechoslovakia. If they were negotiating pulpwood it would be with Canada, 
and so on. With regard to the supply of books to the United States I am not 
aware that Canada is now or ever has been the principal supplier of books to the 
United States. Therefore we would not have any status at Geneva to negotiate 
with them with regard to the duty on books, and so far as I am aware the subject 
was never discussed with them by us. 

Mr. Tixmmins: Could we ask Mr. Richards to put on the record the memoran- 
dum which he has prepared in respect of orchards? 


The Vick-CHairMAN: Provided it is net too long. I was hoping we might 
finish with Mr. McKinnon tonight on schedule 5, but we have been interrupted. 
Mr. Richards, is that statement very long? 

Mr. RicHarps: No, sir. 

Mr. Trains: I suggest we put it on the record. Then we can all have a look 
at it in the record and ask questions next day. : 

The Vick-CHarRMAN: Will you do that? 

Mr. Ricuarps: There were two other questions raised in the committee at 
the last meeting that I was not able to answer from memory. I refer to the ques- 
tion on the export of apples from the United States as compared with the export 
from Canada. I have that informaticn on a single page and can give it to you. 
[I also have a breakdown of the numbers of bearing and non-bearing trees by 
provinces to give the committee. I can give that. 

Mr. Trataans: Do they run into a number of pages? 

Mr. RicHarps: All on single sheets. 

Mr. Timmins: Are there three or four? 

The Vice-CHaIRMAN: There will be three sheets altogether. 

Mr. Timmins: I think we should put them on the record. 

‘The Vicr-CHairMAN: Is it the wish of the committee that they be put in the 
report? (Agreed). 


(See appendices “A”, “B” and “C”) 
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Mr. JAcKMAN: Do I understand from Mr. Kemp that because Canada was 
not the principal supplier of books to the United States we were not at liberty to 
raise that question at Geneva? 


Mr. Kemp: That is the case. We could have raised it, but their practically 
invariable practice was that they would negotiate only with the principal supplier 
of an article, and there was a good reason for that. If they were negotiating with 
the principal supplier, he was the one who was most likely to make them a sub- 
stantial concession in return, if I may put it that way. If, for example, Great 
Britain was the principal suppher of books then Great Britain would be much 
more likely to make them some reciprocal offer than would some minor supplier. 
We ourselves followed very much the same principle when we were negotiating 
_ with other countries although we did not do it invariably. Generally speaking 
we preferred to negotiate with the country which was the principal supplier to us. 
5 Mr. JACKMAN: Of course, Canada has a particular interest, not only because 
of the amount of books we might supply the American market, but because of 
the inevitable trend of our promising young authors to locate themselves in the 
United States. It is the human export which in many ways is more important 
than the physical export of printed matter. Therefore I should think we might 
have some status on that account which might be of more importance than that 
of the United Kingdom which might be the greatest supplier in physical volume. 
Perhaps you have already given the answer to this, but did the United Kingdom 
raise the question of more favourable treatment of its books in the United States 

than it now has? Joined to that question, does Great Britain suffer under the 

same disabilities as far as tariff and copyright are concerned on its books which 
enter the United States as does Canada. 

Mr. Kemp: I should have mentioned earlier that we did, in fact, get quite 
a substantial concession in the United States on bound books although I do 
not think it was attributed to us in the negotiations. My recollection is it 
probably was attributed to the United Kingdom, but you will find on page 
104 of the proceedings for the second meeting of the committee that on bound 
books of all kinds of foreign authorship, not elsewhere specified, there is a 
reduction from 15 per cent under the Smoot-Hawley rate of 1930 to 74 per 
cent in 1946 and 5 per cent at Geneva. Imports into the United States from 
Canada in 19389 were worth $17,000 and in 1946 they were worth $108,000. 

With regard to the copyright question we have been working on material 
probably rather similar to what some of the gentlemen here have seen. We 
have made a rather hasty examination of the situation, and without professing 
to be a copyright lawyer I will try to give you our present understanding of 
the situation. As I understand it under the United States copyright law you 
ean take out a sort of provisional copyright in the United States of a work 
which has not been published in the United States, but in order to get that 
copyright made permanent you must, within four months of the original 
arrangement, publish it in the United States, and if you do not publish it in 
the United States you lose your copyright. 

Suppose that you had a copyright in the United States and you published 
the book in the United States and got your permanent copyright there. If 
copies of that copyrighted book were then imported into the United States 
from abroad, I understand that even though you have got your copyright 

~ ona permanent basis the copyright would be forfeited. In other words, they 
seem to have a rather rigorously protective a:rangement with regard to the 
copyright on books in the United States. In order to get and retain that 
copyright you must publish the books in the United States and you cannot 
bring them in from another country. 

The organization which I understand has written to you is interested in 
the sale of reprints. The situation so far as we can understand it is this, that 
the reprint society has a copyright in Canada for some of these books, and 
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they wish to have the privilege of shipping these books from Canada into the : 


United States, where somebody else owns the copyright. There are apparently 
two obstacles in the way of their doing it. In the first place they obviously 
could not do it without the consent of the copyright owner in the United States. 
Secondly, even if they had succeeded in getting the consent of the copyright 


owner, they are still confronted by the provision which we understand exists ‘ 


in the United States copyright law which says that the copyright owner in the 
United States, even if he were to give his consent to this importation, would 
forfeit his copyright to the author by doing so. This is the best information we 
have been able to get so far. 


By Mr. Jackman: : 

Q. May I ask Mr. McKinnon whether there is any possibility under the 
Havana agreement or under subsequent negotiations with regard to international 
trade of envisaging where Canada may bring up the question of copyright with 
regard to the export of books from Canada to the United States?—A. If there 
were such subsequent negotiations there would be no-reason in the world why 
we should not bring it up. 

Q. Are they on the schedule now?—A. All I have heard of that was the 
statement by the Minister of Finance on the night of the 17th of November: that 
the government hoped to see wider economic co-operation between the two 
countries; but to my knowledge there has been nothing since; and I would think 
at the moment it is improbable because of the congressional situation in the 
United States, the election year, and so on. 


By Mr. Jaenicke: ; 

Q. I thought copyright was a matter of international convention like 
patents—A. That is true. We can only bring it up and present our side of the 
case; but I took Mr. Jackman to mean that we might do that and we might also 
seek a reduction in the rate of duty. There I think Mr. Kemp has given the 
answer, that unless we were either the largest supplier or a very big supplier 
we would probably not succeed in getting any further reduction; and as Mr. 
Kemp showed, the rate of duty has been reduced from 15 to 5 per cent. 


By Mr. Jackman: 

Q. Do we apply rates of duty against their books coming into Canada as 
they do against ours?—A. On our item—comparable to the one Mr. Kemp read, 
on bound books—my memory is that it is 10 per cent, but we have a great many 
items on books and printed matter that are free across the board. There was 
no elimination of the tariff at Geneva on any book items. 

Q. May I ask the attitude of the department in regard to doing something 
to allow promising authors in this country to export their wares to the United 
States without having to reside there themselves and do their creative work 
in that country?—A. You are beyond my sphere in that respect. All I can say 
is that the attitude of most governments under whom we have worked in this 
country has been that there should be as little impediment to the entry of 
literature, if I may use that term, as possible. 


By Mr. Jaemcke: 

Q. May I ask a question with regard to tariffs? I see on page 2 of this 
list malt. I have looked it up on page 162, and I find that in 1939 we imported 
malt to the amount of $2,513 and in 1946 to the amount of $2,134,709. Has our 
thirst gone up one thousand times since then?—A. Malt is a very mercurial 


product as regards importations. Sometimes we import very little; in other | 
years, we import in large quantities. Czechoslovakia pre-war was always an 


important supplier of Canada, of both hops and malt; so was Poland and so 
was Germany to some extent, and so was England, of course—Kentish hops 
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_ There is a reduction here on the malt, as the sheet shows. The rates when we 
left for Geneva were one-third of a cent under the preferential and two-fifths 


of a cent under the most favoured nation; both are now one-third of a cent. 
It is an infinitesimal reduction, but it does mean ‘the loss of a preference. 

Q. Do we manufacture malt in Canada—if you call it manufacturing?— 
A. Yes, we do. 


By Mr. Timmins: 

Q. Could I refer to another couple of tariff items, Nos. 143 and 144, cigarettes 
and cut tobacco. Did England willingly give up those two preferences?— 
A. Yes, we received no objection whatsoever from England. 

Q. There used to be a good trade with England?—A. In cut tobacco? 

Q. Yes?—A. And there still is, but I think the United Kingdom felt, in 
respect of her well-known brands, that she would still have a market for her 
tobacco. There was no objection to the reduction from 95 to 80 cents. 


By Mr. Harris: : 

Q. After an expenditure by some people in Toronto of $10,000,000 or 
$15,000,000 the malt production would appear to be pretty well sufficient to 
take care of our own requirements?—A. We are very big producers. 

Q. Yes, but we are opening another plant which will cost at least $10,000,000. 


By Mr. Jaenicke: 
Q. Do we export malt too?—A. Yes, we export it. 
Q. To the United States?—A. This is an infinitesimal reduction, yet it 
results in the loss of a preference. We export to many countries and Mr. Kemp 
could give a breakdown of the exports. 


By Mr. Timmins: 

Q. May I refer back to cut tobaccos?—A. Yes. 

Q. You say there was a good business of importation of cut tobacco from 
Great Britain. What would motivate them in the Geneva Agreement to give 
up that preference?—A. I am not suggesting, Mr. Timmins that they were 
anxious to give it up, but we all were giving up certain preferences. Australia 
was giving up certain preferences, as were New Zealand and the United Kingdom. 
This was an item with respect to which they raised no objection. 

Q. Again I see the concession was attributed to the U.S.A., so the U.S.A. 
really was able to take that market away from Great Britain?—A. You mean 
that they may now? 

Q. That is what it amounts to?—A. They will pay the same rate but I doubt 
very much if they will take the market on cut tobacco away from Great Britain. 
On cigarettes it is quite possible that there will be a larger importation. The old 
rates against the United States were $3 a pound plus 15 per cent, and they are 
now $2 plus 15 per cent. 

Q. That is to all the world?—A. To all the world, yes. 

Q. To all those under the most-favoured-nation tariff ?—A, That is right, sir- 


By Mr. Marquis: 

Q. Since Czechoslovakia has a Communist government has there been any 
change in our whole commercial relation with that country ?—A. I am not com- 
petent to speak regarding our general relations with Czechoslovakia if you mean 
on the political level, but as regards purely commercial relations— 

Q. Yes?—A. Since Mr. Deutsch gave evidence at the last meeting—at which 
time he said eight countries had agreed at Geneva to bring the agreement into 
provisional effect and a ninth, Cuba, had since agreed to do so—we have 
been notified that Czechoslovakia has brought the agreement provisionally into 
effect. This notification will, I presume, be dealt with by the government in a 
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routine manner, It will require an order in council to bring the items into 
effect. As far as our negotiations are concerned, the concessions were attributed 
to Czechoslovakia because she negotiated and gave concessions in return. 

Q. She received the treatment of a most favoured nation?—A. Czecho- 
slovakia has been, for many years, a favoured nation in so far as Canada is 
concerned. 


Mr. Trains: Mr. Chairman, may I ask Mr. Kemp to table or produce those 
returns that he had so that we can look at them and ask general questions. 

The Vick-CHAIRMAN: I was going to suggest that perhaps Mr. Kemp could 
show you the work that he has prepared and if there is anything which you want 
it will be tabled. 


Mr. Timmins: Some of the other members may be interested. 
The Vicz-CHatrMANn: I am at the disposal of the committee. 


Mr. Brnipicxson: Let Mr. Timmins have a look at them and see what 
he wants? 


Mr. Trmmins: I can look them over between now and the next meeting. 


The Vice-CHairMAN: Now, gentlemen, are there any other questions of Mr. 
McKinnon? Shall we ask him to come back here on schedule 5 or are we through 
with Mr. McKinnon? 


By Mr. Timmins: 

Q. May I ask Mr. McKinnon one more question? I have a return from the 
government in respect of Cuba which you just mentioned had become the ninth 
nation under the provisional agreement. I see that in 1946, we exported to Cuba 
something over $5,000,000 and in the same year, 1946, we imported from Cuba 
something under $13,000,000. I suppose if these figures were repeated in 1948, 
it would mean that Cuba was getting a little the best of us in respect of us 
opening up our market to her?——A. I do not know that it would, Mr. Timmins. 
Perhaps the chief concession that was given to Cuba at Geneva was a reduction 
in the rate on cigars. The rate was extremely high when we started; my memory 
is that the ad valorem equivalent was about 100 per cent. We did reduce that 
rate for Cuba. Cuba also got a reduction on rum. The m.f.n. rate was reduced 
from $7.00 to $6.00. 

_  Q. That would be in competition with the West Indies?—A. Yes, but what 
Cuba wanted was the same rate as the West Indies. 

Q. What is bothering me is our trade balance with Cuba is very much 
against us. We exported to Cuba something over $5,000,000 and we imported 
from Cuba something over $13,000,000. Is that a fact which you took into 
consideration at all?—A. Yes, it was, but we got some very substantial con- 
cessions from Cuba in return. . 

. Can you tell us those in a general way?—-A. Yes. Mr. Kemp could tell 
you what they are more quickly than I could. They include reductions on 
flour and milk. ) 

Mr. Kemp: Perhaps, before beginning on the concessions received, I should 
say that for many years in our trade with Cuba the balance was the other way, 
we exported much more to them than we imported. However, our wartime sugar 
requirements had to be met to a considerable extent from Cuba so that resulted 
in an unusual situation in which our imports from Cuba expanded a great deal 
more than our exports to Cuba. 

Mr. McKinnon: It was not normal. 


Mr. Marguts: Is it not a fact that our exports to the United Kingdom have 
an effect on our exports to Cuba? 


Mr. Kemp: I am sorry, I did not quite understand you. 
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Mr. Marquis: Is it not a fact that the great bulk of the merchandise we 
oa to the United Kingdom has a relation to the reduction of our exports to 

uba? ) 

Mr. Kemp: That is quite true, sir. If we send a larger amount, let us say, of 
our wheat and flour to one country, we naturally have less left to send to some 
other country. We have obtained from Cuba, some very valuable concessions on 
some of our principal products, of which the main ones are fish and flour. 

Mr. Buacx: What about potatoes? 

Mr. Kemp: I think seed potatoes were already entering Cuba duty free, at 


least from September 1 to January 31 in each year, and that situation still 
continues. 


Mr. Timmins: Did we get a lowering of the tariffs in respect of these items 
you are speaking about? 
_ Mr. Kemp: Perhaps it might save the committee’s time if I could just refer 
to the place where we have all this recorded. 
Mr. McKinnon: Mr. Kemp is looking at the record of proceedings, No. 2. 
Mr. Kemp: If you look at page 116, you will find a lengthy table showing 
the concessions we obtained from Cuba. It spreads over about two pages and 
shows the former rate and the present rate and the value of the trade in con- 


nection with each item. Probably it would be quickest for you to get the figures 
from there. 


Mr. JAmNickE: What does that mean on page 117, in connection with flour, 
“Change in U.S. preference’’? 

Mr. Kemp: Before Geneva, Cuba extended a very substantial preference to 
the United States on flour. 

Mr. JAmNiIcKE: Like the British preference? 

Mr. Kemp: Yes; and at Geneva they agreed to narrow the preferential 
margin, which thus improved our competitive position in Cuba as against the 
United States. 

Mr. Trmmins: They did that all along the line pretty much. 


Mr. Kemp: I was just going to say, following Mr. Jaenicke’s remarks, you 
will notice they negotiated at Geneva on some ten or twelve preferences to the 
United States; they reduced some and eliminated about a dozen. 


The Vicre-CHAIRMAN: Now, gentlemen, I think before adjourning—I am 
still asking the same question; are there any more questions for Mr. McKinnon? 
If not, I think we will thank Mr. McKinnon. 

Mr. Buackmore: There was still some questions I ask the last time. 

The Vicr-CHAIRMAN: What were they? | 

Mr. Burackmore: Have you dealt with them, Mr. McKinnon? 

The Witness: Do you remember them? 

Mr. BuackmorE: You mentioned that a few minutes ago. 

The Wirness: In connection with the values in the orchard industry? 

The Vicr-CHarrMAN: Mr. Richards is supplying that. 

The Witness: That is being put on the record. 

The Vick-CHAIRMAN: Now, gentlemen, at the next meeting I suppose we 
will revert to the evidence of Mr. Deutsch. 

Mr. Trumins: Will he be dealing with Havana? 

The Vice-CHAIRMAN: The steering committee met the other day and made 
this suggestion, and I was asked to submit it to you; that in Mr. Deutsch’s 
examination we should take the agreements and follow them by articles, one 
article after the other, not with the idea of carrying articles 1, 2, 3; but just as 
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a guide to discussion; so that if there is any discussion on article 1, we have it 
right through; and then when article 1 is finished, we go on to article 2, and we 
start our discussion on that, in order that we may make some progress. Up to 
the present time it seems that we have been going ad lib and we are not getting 


anywhere. That is the suggestion of the steering committee and I am bringing it — 


to your attention now. 

Mr. JaENiIcKE: Why didn’t you mention it at the beginning of the session 
when they were all here? There are none of them there now. 

The Vice-CHairMAN: We can suggest it at the beginning of the next session 
then. The Fisheries Council of Canada has asked to be heard by the committee 
and it has been suggested that we might call them for the 11th of May. These 
people are coming from out of town and they would like if possible to have us 
sit in the morning so they can go at night. 

Mr. Timmins: What day of the week would that be? 

The Vick-CHAIRMAN: That will be Tuesday, a week from today. 

Mr. Timmins: We have two other committees sitting at that particular time, 
there is the Veterans Committee and the Committee on Industrial Relations— 
to say nothing of the Prices Committee and the Committee on Human Rights. 

The Vicr-CHAIRMAN: Could we ask them to come in the afternoon? These 
people, I am told, are coming from Halifax, so that if we have any change in our 
plans we had better advise them immediately. 

Mr. Jaznicxe: I think we ought to accommodate them. 

The Vice-CHatRMAN: Shall I ask them to come on the 11th of May at 
10.30 o’clock in the morning? 

Mr. JAENICKE: I would suggest so, yes. 

The Vick-CHAIRMAN: With the idea of having them finish that day. Is that 
carried? 

Carried. 


The Vice-CHAIRMAN: Then we will adjourn to meet again at 8.30 p.m. on 
Thursday next when Mr. Deutsch will be the witness. 
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_ APPENDIX “A” 


Banking and Commerce Committee. : 


4 Memorandum: Apple Production and eee Canada and the United States 
| 1935 to 1938. 


Apple Production— 


Canada 
Canada U.S.A. as Per Cent of total 
(bushels) (bushels) Canada and U.S.A. 
MEN ie ENE, Fab cw) sna deel od 13,517,700 177,916,000? 7 
Pe os ee cores _ 12,062,700 117,506,000 9 
LEO) Pi NORE aaa org 15,171,900 210,783,000 7 
BURT Mike he cn ons 15,667,200 132,354,000 EE 
Apple Exports (Fresh) 
Canada 
Canada U.S.A. as Per Cent of total 
(bushels) (bushels) Canada and U.S.A. 
Dee e Se die hd d ety oF cy 6,703,0291 12,239,0008 35 
Ls ee Ge ity ih ste oats 4,518,606 6,755,000 40: 
BOA eS chat See a Koh 8 oe! « 6,723,675 10,958,000 38 
MEPS ce MU eC SN icy 8,463,246 -12,071,000 4] 


~1Crop Summary—Apples—Fruit and Vegetable Crop Report, July 17, 1944, Dominion 
Department of Agriculture (Commercial Production). 
; 2U.8.D.A: Agricultural Statistics (1940)—Total Production. 
3U.8.D.A. Agricultural Statistics (1940)—Fresh Exports. 
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To: Banking and Commerce Committee. 


Memorandum: Value Per Acre of Farm Land and Buildings in Canada and the 
United States and in British Columbia and Washington. 


Canada United States 
K Years (dollars) Years (dollars) 
: 2D U2 BRR Le neigh 35°87 LOD Og es sd eee 69-38 
4 ee 1 eC) cee NAN ia Wott re 24-85 ORO a ema atttdog Meo Aeicaee chet he 48-52 
4 Te acs ratte Nase 17-22 Bc hota eect eal le 31-71 
British Columbia Washington 
" 2 et PE ASD Oe GAN ORD fg Si 9-97 DD eh co) St Nahe 69- 49 
‘ OE Pea oe eek, SRS 7 40-82 OI FS URE eh ORR ata Then Copa ure 57°17 
BRON Se el ine cee 22-01 TOSQE he ope OE on onsen eae 39-08 
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J.A.R.G. 


To: Banking and Commerce Committee. 


Memorandum: Numbers of Apple Trees and Acreages in Orchards, by Provinees. 


1921 1931 1941 
(Thousands) 
British Columbia— 
Number of trees on farms 
of bearing age (10 years and over). 1,695 1,407 1,020 
not of bearing age (under 10 years) 525 341 346 
Ota] aie socloits ne ous ew a eee 2,220 1,748 1,366 
Acreage in apple orchards........0..... rae See 24,291 ac. 
Ontario— : 
Number of trees on farms 
of bearing age (10 years and over). 4,551 3,710 1,140 
not of bearing age (under 10 years) 994 631 747 
. otal: (eee a oo ig Gere: er eI 1,887 
Acreage in apple orchards.............% ak Riek 46,755 ac. 
Quebec— 
Number of trees on farms 
of bearing age (10 years and over). 791 912 463 
not of bearing age (under 10 years) 561 637 817 
6 A GN Lg Ribera ar eS ea erin mh weatiy 1,352 1,549 1,280 
Acreage in apple orchards............. sere ee 21,822 ac. 
New Brunswick— 
Number of trees on farms 
of bearing age (10 years and over). 410 339 91 
not of bearing age (under 10 years) 147 75 56 
oa aS Pee ates dawn a eel 557 414 147 
Acreage in apple orchards............. ee SG ee i Gee peels 
Nova Scotia— 
Number of trees on farms 
of bearing age (10 years and over). 1,836 1,825 1,524 
not of bearing age (under 10 years) 302 367 293 
Potaen on tae Rees conan ea 2,138 2,192 1,817 
Acreage in apple orchards............. se fea 37,030 ac. 


‘» Age breakdown of trees, on farms with less than 50 fruit trees was not obtained in 1941, 
although the total includes trees on such farms. ; 
® Includes crabapples. 


Sources: Census of Agriculture—British Columbia, Ontario, Quebec, New Brunswick, and 
Nova Scotia—in all publications—p. 100, Table No. 13. 
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MINUTES OF PROCEEDINGS 


Housr or Commons, Room 430, 
Tuurspay, May 6, 1948. 


The Standing Committee on Banking and Commerce met at 8.30 o'clock p.m. 
Mr. G. Edouard Rinfret, Vice-Chairman, presided. 


Members present: Messrs. Argue, Arsenault, Black (Cumberland), Black- 
more, Fraser, Fulton, Gour (Russell), Hackett, Hazen, Isnor, Jackman, Jaenicke, 
Jutras, Lesage, Quelch, Rinfret, Ross (Sowris), Smith (York North), Timmins. 


In attendance: Mr. H. B. McKinnon, Chairman of the Tariff Board, Mr. 
W. J. Callaghan, Commissioner of Tariffs; Mr. R. Cousineau of the Tariff Board; 
Mr. J. J. Deutsch, Director of the Economic Relations Division, Department 
of Finance; Mr. Hubert R. Kemp, Director of Commercial Relations Division, 
Mr. Louis Couillard, Commercial Relations and Foreign Tariffs, Mr. A. L. Neale 
and Mr. G. C. Cowper, of the Department of Trade and Commerce; Mr. A. 
Richards of the Department of Agriculture. 


The Vice-Chairman informed the Committee that Mr. F. H. Zwicker, 
Lunenburg, N:S., First Vice-President, and Mr. C. D. Penney, Vancouver, B.C., 
Member of the Council, would appear on behalf of the Fisheries Council of 
Canada before the Committee at 10.30 o’clock a.m., Tuesday, May 11. He also 
read a communication from Mr. T. Oakley, President, Canadian Importers and 
Traders Association, Inc., requesting to appear before the Committee. The 
Clerk was instructed to notify Mr. Oakley that the Committee would hear him 
on Thursday evening, May 13. (See Minutes of Evidence). 


The Committee then considered clause by clause the Final Act of the 
Second Session of the Preparatory Committee of the United Nations Conference 
on Trade and Employment, held at Geneva from April 10 to October 30, 1947. 


Mr. J. J. Deutsch was called. He explained the purport of each Article 
of the Final Act and was questioned thereon. His deposition was adjourned to 
a future sitting. 


At 10.25 o’clock p.m. the Committee adjourned to meet again at 10.30 
o’clock a.m., Tuesday, May 11, 1948. 


ANTOINE CHASSE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Housr or ComMoNs, 
| May 6, 1948. 


The Standing Committee on Banking and Commerce met this day at 
8.30 p.m. The Vice-Chairman, Mr. G. Edouard Rinfret, presided. 


The Vick-CHAIRMAN: Gentlemen, shall we come to order. The secretary 
informs that the Fisheries Council of Canada wishes to send before the com- 
mittee Mr. F. H. Zwicker, Lunenburg, Nova Scotia, First Vice-President of 
the Council and, as well, Mr. C. D. Penney, Vancouver, B.C., member of the 
Council, Those gentlemen have been advised to be here on Tuesday, May 11. 
The Canadian Importers and Traders Association Incorporated, to whom we 
wrote answers as follows: 


May 4, 1948. 


ANTOINE CHassh, Esq., | aah 
Clerk of the Committee on Banking and Commerce, 
House of Commons, 

Ottawa, Ontario. : 

Dear Sir:—I am in receipt of your letter of April 30 and note that the 
committee is considering the general agreement. on tariffs and trade 
including the protocol of provisional application together with the 
complimentary agreement between Canada and the United States. 

This association would be very glad to appear before the committee 
-and submit such information as is available to it to the committee. 

If you will be good enough to advise us when future sittings of the 
committee will take place, we will endeavour to arrange to attend at 
such a time as may suit the convenience of the committee and ourselves. 

Thanking you, 


Yours very truly, 
CANADIAN IMPORTERS & TRADERS ASSOCIATION INC., 


T. OakLey, 
President. 


Are the members of the committee in favour of asking Mr. Oakley to send 
a representative also on Tuesday? Such action might mean two or three sit- 
tings on that day. 

Mr. Fraser: What is the name of this association? 

The Vice-CHAIRMAN: The Canadian Importers and Traders Association. 

Mr. Fraser: Well, if they want to be here I think they should be given the 
opportunity. 

The Vicr-CHatrMAN: My point is that if we call them for Tuesday, when 
we have already two persons appearing before the committee, it might mean 
that we would have to sit three times on Tuesday. Is that agreeable? 

Mr. Buack (Cumberland): There are other committees sitting on that day. 
Today there were three different committees meeting at different hours and 
that situation will probably apply on Tuesday. 


283 


284 STANDING COMMITTEE 


Mr. Hacxetr: I have two committees to which I must attend Tuesday. 


The VicE-CHAIRMAN: I think everyone finds themselves in much the same _ 


position. . 

Mr. Fraser: Could you not call them on Thursday? 

The Vice-CHAIRMAN: We could have them on Thursday. 

Mr. Fraser: That would be better. 

Mr. Hackert: What we are talking about is whether we shall sit two or 
three times on Tuesday. 

The VicE-CHAIRMAN: We have two witnesses coming in on Tuesday morn- 
ing at 10.30. Their evidence may take long, or it may not take long, I do not 
know. If we ask the Canadian Importers to come on the same day it might 
mean that we would have to continue sitting two or three times on the 
same day. : 

Mr. Fraser: Do you not think they should come on Thursday? 

The Vick-CHAIRMAN: Is it agreed? 

Agreed. 


Mr. J. J. Deutsch, Director of Economic Relations Division, Department 
of Finance, recalled: 


The VicE-CHAIRMAN: Mr. Deutsch is back on the stand, if I may put it 


that way, and your steering committee suggests, in order to expedite matters, 


that we take section after section without having to carry them and Mr. Deutsch 
will direct the discussion. If it is agreeable to the committee I would ask Mr. 
Deutsch to tell us what article I of the general agreement means. The members 
of the committee will be in a position to question Mr. Deutsch on that article 
after he is through. After an explanation of that section Mr. Deutsch will pass 
to section 2. 

Mr. BiackmoreE: Does Mr. Deutsch propose to deal with sections 1, 2, and 3 
together—those are contained in article I—or will he deal with them one at 
a time? 7 

The Witness: Mr. Chairman— 

Mr. Timmins: What are you reading from, Mr. Deutsch 

The Witness: I am reading from the final act, the document called the 
“final act”. Now, Mr. Chairman, I would like to proceed in the manner 
which the committee finds most helpful and any time the committee feels that I 
should proceed in a different manner I would be grateful if the committee would 
tell me. I do not want to proceed in any way but that. which you find most 
helpful. At the outset I would like to make a brief explanation of the general 
structure of this agreement. You will notice that the agreement is divided 
into three parts, part I, containing the provisions with regard to tariff 
and customs methods, begins on page 6 and runs to page 12: Part II begins on 
page 12 and. runs to— 


By Mr. Jaencke: 


Q. Page 58.—A. I believe that is correct, yes. Part III begins from page 58° 


and runs to the end of the book. Part II deals with non-tariff matters which may 
affect trade, and Part III deals with procedural matters, namely matters con- 
cerning administration of the argeement and the relation of the agreement to the 
Havana Charter, and so forth. Those are the three parts into which this 
agreement is divided. The first article in Part I, shown on page 6, is entitled 
“general most favoured nation treatment”. Perhaps it would be useful if 
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I dealt with it paragraph by paragraph. The first paragraph is-a statement 


of the most favoured nation rule and it says that members will accord tariff 


- treatment to other members equally—in other words all members will be 


treated alike with regard to any products originating in the other member country. 
That is the most favoured nation rule in its unconditional form and it applies 
of course, in so far as this document is concerned, only to member states in 
this “club”. You are not required to give most favoured nation treatment 
under this agreement to countries which have not signed the agreement. With 
regard to countries who have not signed the agreement the individual nations 


have freedom to do as they wish. 


Q. They must treat other countries no better than the contracting parties? 
—A. No, I was going to explain, Mr. Jaenicke that the treatment of other 
nations, and whether you give them most favoured nation treatment is a 
matter to be decided by each member but you cannot give a country which 
is not a member more favourable treatment than that which you give to a 
member. 

Q. And if you had new rates then the new rates would apply to all 
members?—A. That is right. This statement is not different fundamentally from 
the statement of the most favoured nation rule which has become customary 
in most trade treaties even before this Geneva agreement was signed. These 
are the common standard clauses in most trade treaties which have been made 
in the past. So this is nothing basically new here. The second clause—if there 
are no questions on this one? | 

The VicE-CHAIRMAN: Are there any questions on Clause 1, of article 1? 


Mr. Biackmore: Mr. Chairman, I would be glad if Mr. Deutsch could 
give us in a general sort of a way at least an idea of how any nation or any 
people will benefit through this thing. Is it going to raise the standard of 
living and ensure full employment and large and. steady growth in the volume 
of real national income and effective demand? It seems to me that we need 
to understand that in order to be able to appraise the value of this article in 
the trade agreement. ; 


An hon. Member: By itself? 


Mr. BiackmoreE: If the most favoured nation treatment is of real value 
in international trade, accomplishing the purposes which are set forth. here, it 
seems to me that it ought to be possible to show that; at least, to indicate it 
rather clearly. I would like to know as to how that may be done. | 


By Mr. Hackett: | 

Q. Does it merely mean that the most favoured nation rule disappears?— 
A. You mean, disappears outside of this statement? WOT 

Q. No, as between the parties to the agreement.—A. As between the parties 
to the agreement, they undertake by signing the agreement to give each other 
most favoured nation treatment. That is what this clause says. 

Q. Does that mean that it disappears—all people who are in the club have 
to be treated alike?—A. That is right. | 

Q. So there is no most favoured nation?—A. I see what you mean, they 
would be in this favoured nation club. 


Q. Yes.—A. That is right. All who are in this club have to treat each other 
alike. Outside of the club a member may or may not extend most favoured 
nation treatment to countries outside of the club. It is up to themselves, but 
they cannot treat a member less favourably than they do an outsider. That is 
the only limitation, and that is the natural limitation you cannot treat outsiders 
more favourably than you treat insiders. 
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-Q. And then, are there exceptions?—A. There are exceptions which I come 


to in the next clause. 
Q. Yes—A. Now, Mr. Blackmore’s question is rather a fundamental 
question, and to answer it one has to consider the general theories upon which 


these benefits of multilateral trade are supposed to rest. Without a clause of — 


this kind, an undertaking of this kind, you would have or you could have 
discrimination in the treatment between countries. Any two countries might 
eet together and say, we will give one another this and this favourable treat- 
ment and we will not give it to anyone else; and, therefore, any other two sets 
of countries could do the same thing. You could build up in that way a pattern 
of trade which is based upon a beggar thy neighbour policy; that is, you could 
have a situation where the countries would always be endeavouring, so to 
speak, to steal a march on the others by trying to enter into exclusive arrange- 
ments with one another and refuse to give those benefits to anyone else. Now, 
that would be all right; that would be a fine system if any country could 
make such an exclusive arrangement while preventing others from taking any 
retaliatory action. Clearly, if two countries make an arrangement giving one 


another exclusive privileges some other country is going to be hurt by that - 


arrangement. It may be damaged. Such countries which are damaged would 
make exclusive arrangements with someone else in retaliation which. might 
in turn hurt one of the original parties. The thought is that a system of that 
kind could not lead to a situation which is generally beneficial. It would lead 
also to the possibility of discriminatory arrangements of an unlimited scope 
which it seems to me would give the greatest bargaining power to the country 
which is economically strongest. A country which is in the strongest bargain- 


ing position is there because it is the strongest economic power; either because 


. 


of its trading power, because of its wealth or because of its foreign exchange 


position—whatever you wish. It would be able to offer very strong resistance — 


. 


against countries which are weaker states. It would get down to horse trading 
and exclusive arrangements of the most discriminatory kind. In a system of 
that sort it is bound to happen, that a country in the strongest position 
economically will be in the strongest bargaining position, and the weaker one 
will be the one to get hurt. Now, the purpose of the most favoured nation 
rule in trade it seems to me is to create a situation in which all countries large 
and small have the possibility of making mutually beneficial arrangements. 
That is why the rule says that you must not make exclusive arrangements 
between any two countries, that you must make any privileges extended between 
two countries available to all the others in the club. That rule it seems to me 
creates a situation which minimizes the unequal bargaining position resulting 
from differences in strength. That is I think bound to bring about a larger 
volume of trade internationally and on a more equitable basis than if we had 
a situation without a rule of this kind. That has been the theory behind the 
most favoured nation treaties rule. 


_ By Mr. Blackmore: 
Q. I wonder if I might ask two or three little details so I can get my teeth 
into this thing. Suppose now that Canada and New Zealand are dealing. Now, 
if Canada opens her doors completely and allows New Zealand butter and wool 
to come in without any restrictions whatever it is quite conceivable that the 
dairy industry and the sheep producing industry in western Canada at least 
would be completely destroyed. We can let British wool and British butter 


come in without any anxiety at all, or we probably could let South African 


butter come in; but when we come to let New Zealand butter come in we might 
encounter real difficulty. Now. that is the kind of proposition that I am just 
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most favoured nation rule does not require you to reduce tariffs on butter 


to New Zealand unless you so desire. That is a matter for your own decision. 
The most favoured nation rule has nothing to do with that. If you are looking 
at your butter tariff, let us say, and you were considering what was the proper 
level for the tariff on butter, you would have in mind, of course, the chief source 
of competition which, in this case, would probably mean New Zealand. You 
would fix your level at the point you think desirable, having in mind the 
competition from New Zealand. So, the most favoured nation rule does not 
prevent you from dealing with that problem. 

Now, you say we could let British butter in. What purpose is to be served 
in that, because no British butter will come. Furthermore, even if a little 
amount did come from some country, it would not attach any value to that 
trade. The country which would attach particular value to a concession on 
butter is a country that hopes to sell'a significant amount in Canada. For 
countries that are not likely to sell any or very, very little, it is of hardly any 
significance to them whether or not the duty is lower than the duty against 
New Zealand or not. It is of no particular consequence. So, it seems to me, 
while you may, without this rule, keep a tariff against New Zealand butter but 
reduce the tariff or remove it entirely from the United Kingdom and other . 
countries which are not likely to send in butter, there is no purpose served. 
It does not accomplish anything. If, indeed, butter did come from these other 
countries, you would be in the same position as you are with New Zealand, so 
what is the point? 

Mr. JaENnicKeE: I think the question Mr. Blackmore is asking would come 
under article 19, for instance. There is an escape clause there and we come to 
that later, Mr. Blackmore. : 


By Mr. Blackmore: 


Q. We are discussing here the most favoured nation clause. [I am trying 
to make sure I have a comprehension of what that means. Suppose we have 
a situation such as this: Great Britain might possibly exchange some of her 
products, we will say textiles, with Southern Rhodesia for tobacco. That means 
she might be able to pay for the tobacco from Southern Rhodesia but if she 
were to accept her tobacco from the United States she might be unable to find 
any commodity the United States would accept in return. Now, because she had 
to shut out the United States tobacco to protect herself from an adverse trade 
balance, does that mean she would have to shut off tobacco from Southern 
Rhodesia?—A. So far as tariff action is concerned, yes. She could not remove 
the duty on tobacco from Southern Rhodesia and keep it on tobacco from the 
United States. The most favoured nation rule would prevent that except in so 
far as a preference now exists. I am coming to that later. The whole preference 
angle of the most favoured nation rule will be dealt with later. I am not discussing 
that at the moment. 

Now, you went on to say, supposing the United Kingdom had balance of 
payment difficulties and could not buy tobacco from the United States. On the 
matter of the balance of payments difficulties there is another section of this 
charter which deals with that subject. 

Q. What I am trying to do is get the picture of what the most favoured 
nation clause means?—A. The most favoured nation rule here applies only to 
tariffs. It does not apply to quantitative restrictions. The statement here refers 
only to customs duties. When you get to the balance of payments problem 
and what can be done to rectify or correct balance of payment difficulties, that 
is dealt with in another section of the agreement. Perhaps we could discuss 
that aspect when we get to that section. 

So far as customs duties are concerned, they could not remove the duties 
against Southern Rhodesia and, at the same time, retain them against the United 
States. The most favoured nation rule prevents that. 
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Q. That means, then, if they wanted to protect their economy from United 
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States competition, they would have to do it by some means other than tariffs? ~~ : 


—A. Other than a discriminatory tariff, that is right, sir. There is a provision 
later in this agreement for such action, but not by tariffs. 


By Mr. Black (Cumberland): 

Q. Supposing, in the operation of this agreement, you recognize the duties 
which are in effect? Take, for example, the butter Mr. Blackmore mentioned. 
The channels of trade are opened up and there is a great deal of butter comes 
in from New Zealand which adversely affects butter production in this country. 
Are we, under this treaty when it becomes effective, allowed to increase our 
duty so as to protect that industry?—A. In the first place, we did not in this 
agreement touch the duty on butter. This agreement has not changed our 
existing duty on butter. 

Q. Could we increase the duty on butter after this treaty becomes effective? 
__A. I think the duty is now bound to New Zealand. The existing duty is bound 
by a previous treaty to this one. 


By Mr. Hackett: 

Q. Is not the question——A. Yes, I think I know what you are coming 
to, Mr. Hackett. | 

Q. In the absence of a treaty you could adjust your tariff as you see fit? 
—A. Yes, if butter is not bound, then we could do what we like. Suppose, 
for the sake of argument, it were bound under this treaty. It is not, but 
suppose it were. There is a clause to which I will come later which says that 
if, as a result of some action taken in this agreement, imports come in in such 
volume as to seriously threaten the domestic producers, you may withdraw 
the concession which has been made. 


By Mr. Black: pigs 

Q. On that one article or on everything?—A. On anything, on any article 
upon which you have made a concession in this agreement. : } 
I might also point out at this stage it is expected that article will only 


be used in extreme cases. Obviously, if it were used generally, the whole 


thing will break down very quickly. It is an escape clause to be used in 
exceptional cases. 


By Mr. Blackmore: | 

Q. Who is to be the judge and by what standards does he judge?—A. The 
judge, in the first instance, is the country itself. The country must, if there 
is time, notify the other contracting parties that it-is taking that action. The 
other contracting parties may wish to make representations and those repre- 
sentations must be heard. 

Q. Now, where are they made and where are they heard? Before the 
I. T. O.2—A. In the case of this agreement, before a committee of the contracting 
parties. 

Q. Which is the I. T. O. in embryo, is that it?—A. That is right. Now, 
supposing a country takes action of this kind and the other countries protest. 
Even if there are protests from the others, action may be taken by that country. 
However, if the committee agrees, the other countries may take offsetting 
action against it. In other words, they may also, then, withdraw certain 


* concessions. 


By Mr. Lesage: 


_ Q. Is this the fourth or the fifth time, Mr. Deutsch, you have answered 
this question?—A. I do not know. 
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By Mr. Argue: 
Q. Would the most favoured nation clause effect, in any way, the Canadian 
bacon contract with Britain?—A. No. 

Q. Would it prevent us from making similar contracts in the future?— 
A. No, this article has nothing to do with that question. That is what is 
called in this agreement, state trading or bulk trading; that is not affected by 
this. : 
) Q. But the different prices in the same agreement might have some effect 
as to whether there were higher or lower tariffs?—A. Yes, but that. is dealt 

with later. p 


By Mr. Hackett: 


; Q. Under this clause, could a nation put a quota against another nation, 
a quota on the goods coming in?—A. So far as this clause is concerned, yes, 
but the question of quotas is dealt with in a later section. 


The CHairMAN: Section 2 of article 1, gentlemen? 


The Wirness: The second paragraph deals specifically with the question 
of preferences. The most favoured nation rule in its pure form would not, 
of course, permit countries of the British Commonwealth to extend preferences 
to one another. That is obviously not in conformity with the pure most 
favoured nation rule, and in this particular club we have several members 
of the British Commonwealth. Before the club was formed those countries 
of the British Commonwealth were extending preferences to one another. That 
means that they were giving one another tariff treatment which was more 
favourable than they were giving to other countries. Clearly in that sense 
it is not in accord with the most favoured nation rule. As far as this agreement 
is concerned the British preferences are recognized as an exception to the 
most favoured nation rule. 


By Mr. Blackmore: * 

Q. In a general way the attitude of the people who were met together 
in this conference was that the system of preferences amongst any group of 
nations is not in accordance with the best interests of the world as a whole 

_ from a trading standpoint? That is assumed?—A. That is assumed. 

— Q. It is not proved but it is assumed?—A. It was assumed preferential 
arrangements are not in the best interests of the world as a whole but they 
went on to say there are, in fact, preferential arrangements in effect, and those 
preferential arrangements which are now in effect are recognized as an exception 
to that rule. They do not have to be abolished. 


By Mr. Timmins: 

@. And there can be new ones, too?—A. No. 

@. Custom unions, and so on?—A,. Oh, yes, customs unions. This article 
goes on to say: 
The provisions of paragraph 1 of this article shall not require the 
, elimination of any preferences in respect of import duties or charges 
which do not exceed the levels provided for in paragraph 8 of this article 
and which fall within the following descriptions. 

In other words, they do not recognize any other preferences but they specify 
the preferences which shall be recognized as an exception. They specify them. 
_ The first specification is A. 

(a) Preferences in force exclusively between two or more of the territories 
listed in annex A, subject to the conditions set forth therein. 
In annex A you will see the list of countries. 
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Mr. Hazen: What page is that? 
Mr. Timmins: Page 70. ~ 


The Witness: There it lists the members of the British Gominbnweatee z 


and the colonies which extend preferences to one another. The preferential 
arrangements between those countries are recognized as an exception. 
Then we have B. 

(b) Preferences in force exclusively between two or more territories 
which on July 1, 1939, were connected by common sovereignty or 
relations of protection or suzerainty and which are listed in annexes 
B, C and D, subject to the conditions set forth therein. 

Annex B follows immediately after annex A on Page 72. There you see the 
French system, the preferential arrangements which exist between France and 


its colonies and dependencies and protectorates,. and so on. Annex C shows — 


the preferences which exist between the Benelux customs union and colonies of 
the Netherlands and Belgium. Annex D shows the countries which receive or 
give preference to the United States. The most important ones there, of course, 


are the Philippines, and dependent territories of the United States. Annex E 


shows the list of countries in South America which extend preferences to one 


another. Those are Argentina, Bolivia, and Peru. Annex F shows the arrange- 
ment between Palestine and Transjordan and Lebanon and Syria. 


These specific arrangements, you see, are recognized as exceptions. They — 


are listed specifically so as not to include any other preferences that exist in the 
world. I do not think there are any important ones outside of this particular 
list. 


By Mr. Blackmore: | 
Q. Under this agreement after it is once signed it would be impossible for any 


additional group to build up a preferential system?—A. That is right. . Ine 


other words, if countries not in these lists wish to get together and say, “Let 
us have a preferential system,” that would not be permitted. 
- Q. Even if it meant their national survival?—A. I would not go as far as 
that because you can waive obligations under agreement if the parties agree. In 
other words, if a set of countries came along and said, “our national survival 
depends on new preferences,” and if they could show that was so, of course, 
that would be considered. 

Q. Suppose you had Japan and China whose economies are more or less 


complementary to each other and they said, ‘We simply must have an ~ 


arrangement whereby we can use each other’s resources.” That was the thing 
that was fought about in 1938, was it not, and in the last analysis it was this 
principle which precipitated war with Japan. What would happen if they 


presented a case like that?—-A. Without commenting on your earlier statement, 


I do not know if that caused the war or not 
Q. We will suppose it did, just for illustration——A. Well, of course, it is 


always open to any two countries to come to this organization and say that — 


‘Tt is a matter of great national importance to us,” or something very, very 
important to their economic well being or survival, “and we want you to agree 
to an exception which enables us to make a preferential arrangement.” It is 


always open to countries to do that, but they have to prove their case, and then _ 


an exception could be made, but that would require agreement of the parties, 
a two-thirds majority of the parties. That is always open if they can make 
their case. 


Q. Two-thirds of the nations that are in the organization?—A. That is right. : 
Q. Not a majority of the I.T.O.?—A. No, a majority of the people who sign — 
this document. It is always open to waive this obligation by such a majority, — 


and if they can prove their case of course it can be done, but as a general rule 
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it is not intended that should be done. You would have to get a waiver of this 
_ provision which could be obtained by the two-thirds majority. 


By Mr. Hazen: 
Q. Is there a provision in the charter which prohibits additions to existing 
 preferences?—A. Yes, I was coming to that. 
: Q. Where is it found?—A. It follows immediately afterwards, after what 

I have been talking about. 
i Q. The next section?—A. Yes. 
¥ Q. The reason I ask that question is that I have been reading an article 
in Time about the charter, and it says: 
The charter disapproved of additions to existing preference agree- 
{ ments but devised no effective way to prohibit them. 
~ Is that wrong?—A. I should think the way of prohibiting them is about as 
effective as you can make it. In other words, if countries agree-not to do it then 
presumably that is all you can ask them to do. Of course, if this thing breaks 
down and does not work then you start over again, but as far as this agreement 
is concerned it does specify that new arrangements cannot be made unless, as 
_ Ihave explained, you secure a waiver of the provision, and there is a procedure 
for doing that. 

There is one thing I might mention. Perhaps I could mention it better on 
_ the next clause. There is a slight possibility for some new preferences in con- 
nection with economic development. If you have two countries which are 
under-developed economically, there are some provisions by which in certain 
specific cases some new preferences might be made, but I will deal with that 
when I get to the appropriate section of the agreement. It does not arise here. 


By Mr. Blackmore: 

Q. Would it be too early to ask this question and have it cleared up: How 
do you define an undeveloped country? What is the score card?—A. In the 
discussions, Mr. Blackmore, several times an attempt was made to find a body 
of criteria for deciding whether or not a country was developed or undeveloped, 
and after much discussion it was agreed there were no such body of criteria, so 
it was agreed they would just say, developed countries and undeveloped 
countries and leave it to the judgment of the organization when specific and 
concrete cases arose. It is quite clear there are a large number of countries 
which everybody will admit are undeveloped; it would cover most of the 
countries in the world; practically every country in South America would clearly 
fall into that category, so would China and India and most of the Middle East. 
# Q. Would Japan?—A. I doubt it. 2 
* Q. There must be some standard.—A. There is no body of criteria laid 
# down. There is some rough standard which people have in their minds, but it 
was felt better not to try to set down hard and fast rules, and leave that to 
a the judgment of the organization. 

Q. But, Mr. Chairman, the judgment of the people is going to depend on 
the standard they have in their mind, either implicit or explicit—A. Yes, that 
= is right. , 

Q. That is one of the points that are all important, in my judgment, in 
judging this whole treaty——A. Well, the standards I say are not laid down 
in the agreement; that is left to the judgment of the various countries represented 
on this organization. In most cases there would be no doubt about it. For 
instance, it is quite clear that the United States is not an undeveloped country ; 
the United Kingdom is not an undeveloped country. It is quite clear that 
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France or Belgium or Holland and most of the countries of western Europe are _ 
not undeveloped countries. It was clearly understood they could not make 
an appeal on the ground of under-development. 

Now, in regard to Canada, there you get a little more to the edge of the 
situation. I think I am right in saying, Mr. McKinnon, that most countries 
simply took it for granted that we were a developed country in the sense we 
are talking about here. . 


Mr. McKinnon: Almost to the point of our embarrassment. 


The Witness: Yes, almost to the point of our embarrassment. It was not 
because of our furthering that thought; we did nothing whatever to further 
that thought. Indeed, we did point out to a lot of people many times that we 
were by no means near the end of our development. Clearly, we have made 
great progress in development by any standard you wish to choose, but at 
least we never for one moment considered that we had no room for further 
development, and a great deal of further development. We pointed that out 
many times. 


By Mr. Hackett: 


@. What is the criterion by which development is measured? Is it, for 
instance, the excess of exports over domestic requirements?—A. No, I think, 
Mr. Hackett, the view generally taken is the degree to which capital has been 
applied in your productive system. That is probably the most general standard 
that might be used. 


By Mr. Blackmore: 

Q. I do not want to interrupt, but I want to follow up Canada’s case.— 
A. I think the most generally accepted standard was the degree to which capital 
had been employed in the productive system, and the use of modern techniques. 

Q. And now, take the oil industry, for example, in Canada. It is pretty 
well agreed, I believe, by people in a general way, that Canada is quite capable 
of developing herself to the point where she supplies her own gasoline and oils, 
but she is far short of that today. She is producing something like 11 pér-cent 
of her needs—A. That is right. 

Q. Now, you could not call Canada properly developed in respect of oil 
until she is producing all her own oil—A, That depends in relation to your 
resources. We do not know what our resources are. That is one of the reasons 
why we kept insisting to others who were rather too enthusiastic with regard to 
the state of maturity we had reached. We pointed out that there are a great 
many fields in our country where development has hardly begun. Oil may be 
one of the cases. 


By Mr. Hackett: 


. Our technique in development is high?—A. Yes, our technique in develop- 
ment is high. They were looking more to the generality of the situation. They 
_had in their minds in the case of Canada, generally speaking, that we employed 

a large amount of capital in our productive system and, generally speaking, we 
use very advanced techniques; the most modern techniques in our productive 
enterprises; and to them that was the evidence of a high degree of development. 

As I said before, we had to point out on many occasions that they must 
not generalize too much because we have many fields where we were lacking 
in development. 


Mr. McKrynon: We declined to bind quite a number of tariff items, leaving 
our hands free, on the ground that our development had not proceeded very far. 
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The Witness: Yes, that is a relevant point. In those cases we felt that our 
freedom of action was necessary and to achieve that development we did not 


tie our hands. 


By Mr. Blackmore: 

Q. Suppose we go on with an illustration. I am anxious to get this so that 
we can get hold of it, because a lot of these certain things are causing lots of 
trouble. Suppose we in Canada determined that we should develop our oil . 
industry to the point at which we were producing all the oil we wanted, and 
suppose we began to adopt measures which would look toward the achievement 
of that end, such as excluding the oil from the United States and other places, 
and expending far more capital in the Athabasca tar sands and so forth. Now, 
if you had the difficulty you had in convincing these other nations that we were 
still undeveloped, we would have a hard time convincing them, would we not, 
if we pointed out we had devoted a tremendous amount of energy and capital 
to the development of our oil?—A. It all depends upon what you propose to do. 
There is nothing in this agreement, absolutely nothing, that prevents you 
from developing any resources you want to develop. All this agreement says 
is that if you have made certain commitments you must not break those commit- 
ments. Suppose we want to develop our oil by means of putting on restrictions 
against imports of oil by quantitative means such as prohibition or embargos 
or something of that sort, that is not permitted under this agreement. 

Q. That might be the very thing we needed to use—A. I do not know. If 
you want to spend a lot of capital and pay a subsidy or give special encourage- 
ment by means of tax relief or research help or anything like that, this agreement 
would not hinder you. 

Q. There would be no objection to using subsidies to any desired 
degree?—A. No. 


By Mr. Quelch: 

Q. Unless you are exporting it?—-A. Unless it was purely for export. If you 
want to subsidize your domestic production there is nothing to prevent you 
applying any amount of capital or giving any favourable concessions you want 
to give to the development of oil; there is nothing in this agreement to stop that. 
The agreement does say that you cannot put on prohibitions or embargos on 
imports. If you want to develop the industry you must do it by some other way, 
but not by that method. Embargos are a protective device. And, of course, 
any trade agreement that permitted absolute freedom for all protective devices 
would not be a trade agreement, it would be nothing; it would be a contradiction 
in terms. If you have a trade agreement looking toward the expansion of trade 
then you must do something about removing barriers to trade. If you had an 
agreement that said you could put on any barrier you liked, it is not a trade 
agreement. 

Q. Would you give us the barriers which are included? One of them is tariffs? 
—A. Tariffs. 

Q. Exchange control?—A. Broadly speaking, there are tariffs and quanti- 
tative restrictions which are the two methods usually employed. 

Q. And exchange control?—A. Exchange control is not dealt with 
specifically in this agreement; that is dealt with under the Bretton Woods 
agreement. The question of exchange control is covered by the Bretton Woods 
agreement. In this agreement the two matters dealt with are tariffs and 
quantitative restrictions. Those are the two protective devices other than 
exchange control. 


By Mr. Hackett: 
Q. Was it in the negotiation of those agreements that the United States 
excluded a certain number of items concerning which they would not negotiate? 
—A. Yes, all countries did that, Mr. Hackett. 
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Q. Are there provisions in the agreement for those exclusions?—A. Yes, __ 


you may keep out items upon which you do not wish to bind yourself. You 
only tie your hands on tariffs if you bind those items in the agreement. In other 
words when you enter into negotiations you may say to the people who want 
concessions that there are certain tariff items which you do not wish to bind 
and if you do not bind those you have a free hand. 


By Mr. Blackmore: 


Q. Even to the extent of discrimination?—A. No, not to the extent of 
discrimination. The height of the tariff rate would then have to apply equally to 
all members of the club—that is the most favoured nation rule. As far as tariff 
rates are concerned the level at which you wish to place your tariff is entirely 
- up to you if you have not bound it. Presumably, if you are negotiating and you 
have something you want to do with a particular item you will not bind it. 
The agreement does not demand that you bind every tariff rate. Whether or not 
you bind the tariff item is something you yourself determine. 

Q. The only two methods you could use for protecting your economy—sup- 
posing you are importing lettuce from the West Indies—the only two possible 
methods of protecting your economy woud be quantitative restrictions and tariff? 
—A. That is right. 

Q. That would be your choice and you are helpless—A. Presumably you 
will not bind the tariff if you want to do something with that item. 


By Mr. Timmins: 

Q. We left a great many items out?—A. Yes. 

Q. With many many countries?—A. Yes. It is entirely up to yourself. 
If you feel you want to have freedom of action with respect to a certain tariff 
rate you do not bind it. Of course the other countries from whom you are 
asking concessions will not give you as much if you refuse to bind the rates. 
That is a matter of straight bargaining. You always have that in mind and it 
depends upon how much you wish to get from the other fellow. You have to 
strike a balance as to what you want to give up and what you want others 
to give you. That is something which you determine in your negotiations. If 
you had a case where you did not want to tie your hands you would refuse 
to bind the rate. 


By Mr. Blackmore: 


Q. Now may we return to this matter of development of a nation. Can we 
be safe in assuming, tentatively, full development would constitute that state 
of development in which the nation would be self-sufficient or would have a 
balanced economy?—A. No, self-sufficiency was not regarded as the decisive 
element in development. The general standard in the minds of most people was 
the degree to which capital and advanced technique was applied to production. 
That was the most general and common standard. 

Q. Regardless of the production you had developed or the technique you 
had developed with respect to that item?—A. No, that would be one of the 
factors. I might say before we get too far off the subject that there is another 
section which deals specifically with economic development. I think we might 
get off on too much of a by-pass if we continue this discussion now. Over the 
page you will see preferences in force exclusively between United States of 
America and the Republic of Cuba, and other preferences contained in annexes 
FE, and F about which we have spoken. You will notice in the previous paragraph 
that the preference in respect of duties or charges do not exceed the levels 
prescribed in paragraph 3. There are two factors involved here. Countries 
which accord preferences to one another—that is one factor in paragraph 2— 
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and the second factor is the level at which preferences may be maintained. 
Paragraph 3 answers the latter question. Very briefly speaking and without 


getting into technicalities here, the preference may not exceed in the future 
the preferences which remained after the negotiations in Geneva or which were 
in existence as of a specified date. In other words the extent of the preference 
margin is frozen. You may not create a new preference—a preference which 
did not exist as of a certain specified date—and you may not increase any 
preference margin beyond the preference margin which remained after the 
Geneva negotiations were over or which existed on a specific date. That is 
covered here in the remaining clause of the paragraph. I do not know whether 
it is necessary to go into precise details but that is the meaning. 

Q. It would help me greatly, Mr. Deutsch, if you would take one 
particular item and show us how this thing works in the case of that item?— 
A. All right, let us take the Canadian case. I will take two situations to make 
the point clear. Supposing there was an item in the Canadian tariff which, prior 
to Geneva had a rate against the United Kingdom of 10 per cent. The rate 
against the United States was 20 per cent or—the most favoured nation rate— 
We will talk about that. The preferential rate was 10 per cent and the most 
favoured nation rate was 20 per cent before Geneva. Suppose during the nego- 
tiations at Geneva it was agreed to retain the preferential rate of 10 per cent 
but to reduce the most favoured nation rate to 15 per cent. The preferential 
margin as we speak of it here, before the negotiations, was 10 per cent—a 
difference between 10 and 20 per cent. After the negotiations at Geneva it is 
now 5 per cent—the difference between 10 per cent and 15 per cent. According 
to this clause that margin in the future may never exceed 5 per cent. In 
other words that is the preferential margin which remained after Geneva on this 
particular item. In the future we undertake not to increase the margin beyond 
5 per cent. 


Mr. JAcCKMAN: The margin is an absolute percentage? 
The Wirness: Yes, as used in this language. The effect of this clause 


is that the 5 per cent is frozen. We can cut the 5 per cent or reduce it further 
by our own action if we wish but we could not increase it. 


By Mr. Blackmore: 
Q. By reducing the most favoured nation rate down to 12 per cent, for 
instance?—A. Yes, that is permissible. 
@. And you could not raise it after that?—A. It is not too clear whether 
we can go back again to the 5 per cent. I think the spirit of the agreement 
indicates the answer is no, but technically there may be a situation where you 


could. That gets off into a rather technical business which I would prefer to 


leave for the moment. The main point is the 5 per cent could not be increased 
in the future. Now supposing a British Commonwealth country which received 
the 10 per cent came along in the future and said “10 per cent is terribly high 
and we want that reduced” and suppose we said “all right, we will reduce it 
to 5 per cent—” we would then have to reduce the most favoured nation rate 
to 10 per cent. 


Mr. Buackmorse: I don’t get that. I wonder if you would mind repeating it. 


The Wirness: I was just trying to point out the significance of freezing the 
margin. Suppose we have the margin down to 5 per cent; the preferential rate 
was 10 per cent and the m.f.n. rate 15 per cent after negotiation and that 5 per 
cent margin was frozen; supposing that the country receiving the preferential 
rate—let us say the United Kingdom—came to us and said we would be very 
happy if you would reduce that 10 per cent to 5 per cent. We look over our 
situation and say, maybe we can do that; all right, we do that. If we do that then - 
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we reduce the preferential rate to 5 per cent. The preference margin is bound 
by the treaty at 5 per cent and we would be required to bring our m.f.n. rate - 
down at the same time so that the margin between the m.f.n. rate and the 
preferential rate does not exceed a margin of 5 per cent. | 

Mr. Gour: That is easy to understand. We make a bargain. If we reduce 
one and bring it down we have to bring the whole thing to the same level. 


The Wirness: That is right. 

Mr. BuackmorE: I am afraid, Mr. Gour, that is a little bit too evident all 
the way through the whole thing. But we all see that. 

Mr. Govur: It is easy to understand. 

Mr. Buackmors: It is too easy to understand. 

Mr. Govur: Sure. 

Mr. Buackmore: That is just what I am afraid of. 

The Wirness: Now, the other case I was going to mention. I was going to 
give you two examples. I have given you the first one. Now, let us take another 
item. For our second case let'us assume that we had a rate before Geneva, let 
us say the rate as of July 1, 1939, before the war, was 20 per cent British prefer- 
ence and 30 per cent m.fn—and suppose at Geneva we decided we were not 
going to bind those rates for some reason or other—the rate remains 20 per cent 
preference and 30 per cent m.fn. Well, then, this clause, this paragraph 3 here 
provides that the margin of 10 per cent, the difference between the 20 per cent 
and the 30 per cent, must not be enlarged in the future; the margin may not be 
increased. 

Mr. Hackett: What happens in the case of France, for instance, where 
you have a diluted currency? You know, a good many franes can be bought 
for a dollar. What happens there? | 

The Wirnsss: Well, Mr. Hackett, that is another point we will deal with 
when we come to the appropriate section very shortly. I prefer to discuss it at 
that time. . . 

Mr. Hacxert: All right. 

The Witnsss: Is that sufficient explanation for you, Mr. Blackmore? 

Mr. BuacKMoreE: Yes. hat 

The Wirnesss: In other words, the preferential margins fixed through nego- 
tiations at Geneva will according to this agreement be the maximum margins. 
you will be allowed. 

Mr. JAckKMAN: Whether they are bound or not bound? 

The Wirness: Whether they are bound or not bound. 

Article II. May we pass on to that? 

Article II—schedule of concessions. 

The main effect of this article is to incorporate the schedules which Mr. 
McKinnon has been speaking about as a legal part of this agreement. You 
remember, the schedules show the tariff bindings each country agrees to give to 
the other members; and these schedules are made an integral part and legal part 
of this agreement in this article here. The article goes on to say that the members 
of this club will not charge one another higher duties or charges than are specified 
in the schedules. 

Mr. JAENICKE: It binds the schedules. 

The Wrrness: It binds the schedules. It says, the countries agree not to 
charge one another higher duties than are specified in the schedules. Then it 
goes on to say it cannot charge higher rates by any indirect device such as putting 
on supplementary charges, or whatever method they might use. You may not 
nullify each others commitments by some indirect device. 
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By Mr. Isnor: 


Q. I wonder if we have a clause under which we can revise any item where 
an error has been made?—A. There is provision if an error has been made, Mr. 
Isnor. If an honest error has been made in the negotiations, or in the way items 
have been written out, there is provision for adjustment. 

Q. If there is a misunderstanding it can be straightened out?—A. Yes. 

Q. May I pursue that a little further. Have you seen the brief which was 
presented by the Fish Exporters Association in regard to salt fish?—A. I do not 
know of that, Mr. Isnor. I have not seen that. 

Mr. JAcKMAN: I think most of the members have received copies of that. 

_ The Vicn-Cuairman: Yes, they just got it today. 
The Witness: I haven’t seen that so I cannot comment on it. 


Mr. Isnor: I have just been advised that there is a delegation coming here 
on that so I won’t take up any more of your time on it. 


The Wrrness: I have not seen it. 


The Vicn-CuHatrman: It is not one and the same organization, Mr. Isnor; 
that is the Canadian Atlantic Sea Fish Exporters’ Association, and the one which 
is coming is the Fisheries Council of Canada. 

Mr. Brack (Cumberland): Are you not expecting a fellow by the name of 


_ Gardiner to come in? e 


Mr. Isnor: There was a brief from the Salt Fish Exporters which was pre- 
sented to the Department of Fisheries on February 11, 1946, and it was considered 
at the conference and apparently because of misinterpretation the term “galt 
fish” became confused with “dried fish”. Are you familiar with that? 


The Witness: I am not familiar with that, Mr. Isnor; maybe one of these 
gentlemen sitting around here is familiar with it. I am not. - 


Mr. Isnor: Would there be an opportunity for them to give an explanation? 


Mr. McKinnon: We have received a copy of the brief, sir. I got a copy of 
it just this afternoon. I am sorry to say that I have not brought it with me, nor 
am I at the moment familiar with its contents; but we are expecting to be asked 
questions about it when the representatives of the fishermen are here next Tues- 
day morning and we would prefer to deal with the thing when they are here. We 
will have all the material with us on the whole thing and it could be thoroughly 
gone into. 

Mr. Isnor: That is all right, Mr. Chairman 

The CuarrMan: Shall we continue with Article II? Have you finished 
with. that? 

The Wirness: There are just One or two references I would like to make since 
members have raised questions. In this article also it is stated that while you 
undertake not to impose charges which are higher than specified in the schedule 
you are not prevented from putting on any internal taxes that you choose to put 
on, as long as those internal taxes apply equally to imports and to domestic pro- 
duction. As far as your own domestic tax policy is concerned that is not effected 
by this undertaking. 

Mr Fraser: Such as the 25 per cent excise tax? 

The Wirness: That is right; however, that 25 per cent would have to apply 
equally. As long as it applies to domestic production as well as to imports it 
comes directly within the provisions of the agreement. 

By Mr. Argue: 

@. Supposing there were no domestic production?—A. Well, then if there 
were on domestic production at all, it depends upon the purpose of the tax put 
on. If the purpose were a protective one, then it would follow the provision. If 
it were a genuine revenue item, it would be permitted. 
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By Mr. Fulton: 


Q. What about the regulation calling for a certain portion of Canada content: 


in order to get the benefit of the British preferential rate under which our motor 
car industry is largely built. Is that permissible?7—A. Yes, that is permissible 
under this provision. 

Q On my first reading of this agreement, I confess it occurred to me and to 
many others that was one of the things which would not be permissible——A. 
That is permissible, very specifically. We were very careful to establish that. 

Q. Could you show us the escape clause?—A. There is no escape clause 
required because there is no positive clause which prevents it. 


By Mr. Jaencke: 

Q. It is part of the British preference, is it not?—A. No, the usual require- 
ment is that if a certain content is reached, then the import duty on imports is 
reduced. Therefore, instead of raising a barrier it reduces the barrier and that 
is not contrary to any undertaking in this agreement. 


By Mr. Fulton: 


Q. As I understand it, in some cases, by arrangement with the British it was 
agreed that the preferential rate on export automobiles from Canada to the United 
Kingdom would only be granted by the British to those automobiles which, we 
will say, had a 50 per cent made in Canada content?—-A. Yes, I see, you are 
trying to get at the other side. 

Q. Yes by virtue of such an arrangement Canada was able to bring into 
Canada many motor car parts industries and manufacture in Canada parts 
which were formerly imported from the United States. That was done in order 
for those factories to get the benefit of the preferential rate extended by the 
British to us. Would such an arrangement be ruled out?—A. No, that is not 
ruled out by anything in this agreement. Furthermore, if you look at page 8, 
you will see this article covers it and other things as well. 

Nothing in this article shall prevent any contracting party from 
maintaining its requirements existing on the date of this agreement as to 
the eligibility of goods for entry at preferential rates of duty. 


By Mr. Fraser: 
Q. Then, it would not matter if you changed the content such as that 
contained in the British requirement to 50 or 35 per cent?—A. It says existing 
as of this date. | 


By Mr. Fulton: 


Q. I was asking you earlier, if you remember, as to when we handed over 
a certain degree of our control of our own economic destiny. I think we had a 
divergence of opinion on that. Supposing we wanted to build up further manu- 
facturing industry in Canada by resort to such a provision or by increasing the 
Canada, content, before anything could take advantage of— —-A. I do not think 
if you increased it that there would be any difficulty under this agreement. 


By Mr. Isnor: 


Q. Mr. Fulton’s point was, I think, well taken. I am under the impression 
that was the reason the Studebaker people made new arrangements with regard 
to their Canadian production, so as to meet the export trade. It was necessary 
for them to increase their Canadian content, is that correct?—A. I do not know 
about Studebaker, specifically. The application of those requirements with 
respect to preferential rates is not affected by this agreement. 
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By Mr. Fulton: 
Q. I should like to direct your attention to clause 2 of article 3. 
Products of the territory of any contracting party imported into the 
territory of another contracting party shall be accorded treatment no 
less favourable than that accorded to like products of national origin in 
respect of all laws, regulations and requirements affecting their internal 
sale, offering for sale, purchase, transportation, distribution or use. 
Now, if we say that of automobiles being exported from Canada only those 
with 50 per cent made in Canada content—we make this arrangement with the 
British—only such automobiles shall be entitled to the British preferential 
rate, then we apply a different regulation or standard of circumstances to those 
automobiles without that part made in Canada, than we are to those automo- 
biles with the parts made in the United States?—A. We are not making that 
regulation. The British are making that regulation. 
Q. At our insistence?—A. It does not matter at whose insistence, we are 
not making that regulation; that is a British regulation. This does not say 
anything about that. 


By Mr. Hackett: 


Q. We were talking about the Ottawa agreements?—A. That is not our 
regulation. 


By Mr. Fulton: 

(). I imagine it would be open to any one of the contracting parties to say 
that, on technical grounds, they are not your regulations but they are regulations 
worked out between you and the British and adopted at your insistence and, in 
fact, they are regulations if this clause means anything and is intended to mean 
anything— ——A. It does not mean that. 

Q. Is not the arrangement which I have suggested actually a circumvention 
of this clause?—-A. No, this clause was never intended to deal with this matter. 


By Mr. Timmins: 

Q. Was it intended to deal with subventions?—A. That particular case 
does not fall under this clause at all. In the first place, the regulation as to what 
is eligible for entry into Great Britain is a British regulation, not a Canadian 
regulation. It may be worked out in agreement with us, of course, but it is 
their regulation. 

As I pointed out at page 8, 

Nothing in this article shall prevent any contracting party from 
maintaining its requirements existing on the date of this agreement as to 
the eligibility of goods for entry at the preferential rates of duty. 

I might say we were very conscious of this situation and very careful to 
see that it was not infringed in any way. 

May we pass on then? 


’ 


| By Mr. Blackmore: 

Q. Just one point. It was made quite clear, but suppose we are dealing 
with gasoline coming into Canada. If we applied any rate, we shall say 25 
cents on a given quantity of it, that would be permissible so long as we applied 
the 25 cents to our own product?—A. Yes, you are putting on a tax, that is right. 

Q. Suppose we allowed it to come in without the 25 cents and we allowed 
a discount on our own. Would that be contrary to the agreement?—A. How 
do you mean? 
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Q. Suppose we allowed gasoline to come in, taking the 25 cents as an 
example, and we allowed our own gasoline to be sold at 23 cents, permitting 
a discount?—A. No, you must apply the same rate to the domestic product 
as you apply to the imported product. 

Q. That means, then, we are deprived of every effective means of encour- 
aging our own production?—A. That is, if you bound your tariffs. 

Q. That would have nothing to do with the tariff?—A. If your tariff is not 
bound, then you could make whatever differential you wished to make. 

Q. But that has nothing to do with a tariff, that has to do with a discount 
or a subsidy?—A. That is just a device. The effect is, by means of your 
discount, you provide a rate of protection; that is what you are doing. If the 
tariff is not bound, you can make that protection whatever you like. 


By Mr. Fulton: 


Q. But you definitely cannot discriminate in favour of your own product 
with respect to domestic sales, can you? You cannot say for instance, that 
for an automobile to be sold in Canada it must have a 50 per cent made in 
Canada content?—A. I see what you mean. Yes, that is not permitted. We 
will get to that mixing clause in a minute. 

Q. That is under this article, section 3, article II]—A. We are not at 
article II] now. I am talking about article II at the moment. 

. Oh, I am ahead of you. I have been at article III for some time.—A. 
Mr. Blackmore, in that case if you have not bound your tariff you can put 
in whatever differential you like between the tax on the domestic item and 
the import item as s long as the article is not bound, but if it is bound you 
cannot. 


The Vice-CHAIRMAN: Any more questions on article II? 


By Mr. Hazen: 


@. There is one I should like to ask. Mr. Deutsch quoted the words at 
the foot of subsection 3— 
The Vicb-CHAIRMAN: In 1-C. 


By Mr. Hazen: 

@. Subsection (c) of article II at the foot of page 8: 

Nothing in this article shall prevent any contracting party from 
maintaining its requirements existing on the date of this agreement as 
to the eligibility of goods for entry at preferential rates of duty. 

—A. Yes. 

Q. It is the words “from maintaining its requirements existing on the date 
of this agreement.”—A. Yes. 

Q. If its requirements increase after the date of this agreement do the 
preferences not apply to the increase?—A. It depends which direction.. If the 
United Kingdom were to say that after today motor cars from Canada cannot 
enter the United Kingdom at a preferential rate unless the content reached 
75 per cent whereas it was 50 per cent before, that I feel would not be contrary 
to any undertaking in this agreement because what you are doing is making 
it more difficult to obtain the preferential rate, and therefore no one would 
object. 

Q. As I read the words “maintaining its requirements” I have in mind that 
the requirements might increase because produdhion would increase. Therefore 
the requirements might increase. : 

Mr. McKinnon: I think Mr. Hazen: may be interpreting the word ee ae 
ment” to be the number required. ‘ 


The Witness: Oh, it does not mean pay 
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Mr. Hazen: I did not understand it. 

The Wirness: Thank you, Mr. McKinnon. I did not get that. 

Mr. McKinnon: It really means law or regulation. 

The Wirness: It means law or regulation. It does not mean quantity. 


By Mr. Hazen: 
Q. What do you say the words “maintaining its requirements” mean there? 
—A. It means regulation or law or prescription. That is what it means. 
The Vicn-CHAIRMAN: Are there any questions on article III? 
The Wirness: Mr. Hackett asked me a question about the exchange rate 
which comes under this clause. Perhaps I could answer it here. 


By Mr. Timms: 
Q. Which clause?—A. Clause 2. It is specifically covered on page 10, 6A. 


By Mr. Blackmore: 

Q. Do you mean 4A?—A. 6A on page 10. You have got a different copy. 

Q. Oh, I am sorry.—A. 6A on page 10 is the provision relating to adjust- 
ments made in duties resulting from a change in the exchange rate. The matter 
is of consequence only in cases of the specific rates because with the ad valorem 
rate it does not matter, the ad valorem rate being a percentage and, of course, 
the impact of the percentage is the same regardless of your exchange rate but 
when you have a specific rate that is expressed in absolute amounts quite a 
change can occur in the impact of protection through a change in the value 
of money. Suppose the protection is 5 cents a pound and the value of money 
drops in half. Of course, the protection is cut in half because the 5 cents is 
only worth half as much. In cases of that kind, in cases of specific duties there 
is provision made here for adjusting those duties when there is a substantial 
change in the exchange rate. I believe the figure taken is 20 per cent, if the 
exchange rate changes by 20 per cent or more. 


By Mr. Gour: 

Q. Suppose a pound of beef is 30 cents today and later it is 10 cents—A. 
Yes, you can adjust it. 

Q. Twenty cents on 30 cents is greater than 3 cents on 10 cents.—A. That 
is right. That is exactly the case, but they say we do not want to do that on 
every little change so we say that on any change that goes beyond 20 per cent 
countries have got the right to go to the organization and to request an adjust- 
ment in their specific duties to take account of that change in the exchange rate. 


By Mr. Timmins: 

Q. In dealing with France in respect to the schedules we put through here 
did our officials take into consideration the fact she had devalued her franc, or 
did we have any of those specific tariffs with France?—A. Yes. You remember 
the value of the French frane changed very considerably between 1939 and 1947 
when we were negotiating, but in 1947 the French had made a complete 
revision of their tariff. I understand they had a complete revision based on the 
new situation, and we negotiated on that new revised tariff, not on the old 
tariffs. 

Q. It would be a pretty difficult thing in a way to make up one’s mind 
whether the new tariff was— —A. Was more protective or less protective than 
the old one. That was one of the troubles we had to wrestle with. Mr. Kemp. 
ean probably speak about that much more authoritatively than I can. 
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Mr. JackMAN: I will give Mr. Kemp a practical example. What happens if 
we enter this agreement and at the time we did we had a specific duty against: 
the importation of French wine of 50 cents a bottle, and then the franc is 
devalued for export purposes to at least 50 per cent. Have we the right to revise 
the specific duty against French wines? 

The Witness: That is the other side of the coin, Mr. Jackman. When I was 
speaking about France earlier I was talking about the French tariff. You are 
raising the other side of the coin, in other words, our Canadian tariff. There is 
nothing in this agreement to enable ys to change our’ duty because of the 
exchange rate in another country, because presumably our duty is still expressed 
in Canadian cents, not in French frances, and the Canadian cent has not changed. 


By Mr. Fulton: 
Q. Suppose it is a percentage?—-A. The same thing applies. 


By Mr. Quelch: 


@. Is the trouble there not because the members of this agreement also are 
supposed to be members of the International Monetary Fund?—A. Yes. 

@. And members of the International Monetary Fund are not allowed to 
depreciate their currency?—A. Yes, not without approval. 

@. France broke the agreement. What action is being taken by the fund to 
see that France keeps her agreement?—A. From the standpoint of Canada’s 
interest in the case Mr. Jackman raises the matter is dealt with in precisely the 
way you have explained. All countries which are members of this organization 
must be members of the International Monetary Fund or must have signed an 
exchange agreement if they are not members of the monetary fund. Therefore 
they are not at liberty to depreciate their exchange rates without permission 
from the International Monetary Fund. If the International Monetary Fund 
gives permission presumably they have done so for good and sufficient reasons, 
and we in that case would not be permitted to take any kind of retaliatory action 
or make any adjustments in our duties against France. | 


By Mr. Hackett: 


Q. France just reduced the value of her currency and nothing happened —A. 
There was some difference of opinion between the fund and France. 

Q. I understand there was, and nothing happened.—A. No, they decided it 
was better not to have anything happen. 


By Mr. Jaenicke: 

Q. The new Customs Act amendment says this in paragraph 55: “and in 
computing the value for duty of the goods in Canadian currency the rate of 
exchange shall be such as may be declared from time to time by the Bank of 
Canada.” Is that the provision?—A. That is the provision in our law. 

Q. And that would not be contrary to the agreement?—A. No, if the Bank 
of Canada fixes those rates, according to the parities established by the fund, 
then, of course, there is no problem with respect to this agreement. 


By Mr. Hackett: 


Q. They are fixed by order in council?—A. Yes. Previous to that the 
Governor in Council could establish the rates at which customs duties could 
be collected. 


By Mr. Fraser: 


Q. I heard announced over the radio this morning, if I heard rightly, that 
the United States in future would value goods shipped into the states without 
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adding the sales tax. Now, that would mean that the United States, when this 


agreement is signed—the United States could never go back and add that sales 
tax in?—A. Not when she signs this agreement. That is correct. 


By Mr. Fulton: 


Q. With regard to that section Mr. Jaenicke read with respect to the 
Customs Tariff Act, could we use that not to retaliate but to minimize the effect 
of what we regarded as an unfair devaluation by any country? Suppose France 
without the consent of the monetary fund cut the franc in two, could we, under 
this section with the Bank of Canada, disregard France’s action and say that 
for our purposes the franc would remain at the old rate?—A. Yes, because: 
in that case this agreement would not apply, because the French rate is not one 
agreed to by international agreement. Whatever declaration the Bank of 
Canada made to the customs authority could be applied. That would be a 
possibility in looking after our own situation if anything like that happened. 

The Vick Cuarrman: Article III. 


The Witness: Article I1I]—that article is quite an important article, one 
corner-stone of this agreement. It is entitled “National treatment on internal 
taxation and regulation”. 


By Mr. Timmins: 


Q. What happens if we give subventions to some of our own commodities? 
That is a domestic arrangement, is it? We are giving a subvention to western 
coal coming down to eastern Canada and suppose by reason of that we are 
able to manufacture something cheaper?—A. That refers to the subsidy clauses 
of this charter, which come later. There is nothing in-this agreement which 
prevents us paying subsidies on coal. 


Mr. Futton: This is an amazing agreement; it does not seem to mean 
what it says. 


The Wirness: You have to read it more carefully, Mr. Fulton. 

The first paragraph marked 1 states that you must treat your imports 
and domestic produced commodities the same with respect to the imposition of 
any taxes or charges. In other words, you cannot by an internal tax device 
provide protection. ; 

_ The Wirness: The word national treatment means you must give treatment 
to imported products equal with national products and that is how the word 
national enters into it. 

Mr. Futtron: In other words, the only way by which you can have 
discrimination is by custom tariffs? | 

The Witness: That is right. If you want to protect a domestic commodity 
you may do it by tariff and if you have not bound yourself you are free to do so. 


By Mr. Hackett: 


Q. We have been talking about New Zealand and New Zealand had a 
method of subsidizing butter for export. Would that be excluded?—A. That is 
a subsidy. 

Q. Well, the people in New Zealand paid more for butter than is being 
asked for it abroad?—A. For the purposes of this agreement that is regarded 
as a subsidy. 

Q. And permissible?—A. If it is purely on exports it not generally permissible. 

Q. I understand that, but we have been permitting preferences where 


‘they have acquired the status of some years?—A. There is an exception to 


that again in the subsidy section, I want to discuss the subsidy matters when 
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we come to that section. The subsidy clauses of this agreement are different 
from the subsidy clauses of the charter and I want to keep those distinctions - 
clear until we come to the subsidy section. We do not want to confuse the 
issue here. 


By Mr. Quelch: 

Q. Have we yet bound ourselves to the tariff on oleomargarine?—A. No. 
The second paragraph relates to internal laws and regulations and requirements 
affecting the sale, purchase, transportation or distribution of any commodity 
you may not impose more rigorous requirements upon the imports than you are 
imposing upon goods of domestic production. Let me give an example. 


By Mr. Fraser: 

Q. This allows cheap transportation we will say from Alberta for coal 
coming from there?—A. Yes, but that is a subsidy again. 

Q. That is quite in order?—A. I might give this example. Suppose you 
said that imports of a certain commodity must reach a certain standard as 
to size. You might say they must be of a certain size and you might have a 
regulation of that kind applying to imports but not applying equally to domestic 
products. That is discrimination against the imports and would be ruled out 
under this agreement. 


By Mr. Timmins: 

Q. Supposing it was sales tax such as there is in British Columbia and the 
article was coming in— —A. That is dealt with in the first paragraph. 

Q. Yes?—A. That is a charge. All charges on imports and on domestic 
production would have to be the same under paragraph 1. I am _ talking 
about things other than charges, namely regulations as such. There are all kinds 
of regulations you might apply. 

Mr. Lesace: For instance the foodstuffs standards regulations? 

The Wirness: Yes, you might apply a particular regulation with respect 
to an imported commodity but not apply it to domestic produce and that 
would be discrimination in favour of the domestic produce, which is ruled 
out under this agreement. You must give national treatment. In other 
words the treatment to the imports must be the same as that given to the 
domestic item. Obviously without a rule of this kind you could frustrate any 
agreement that you make with another country by simply imposing a great 
series of discriminatory regulations against the imports. If that situation 
is not covered, obviously there is little accomplished by simply binding the tariffs 
because you can circumvent those bindings by these regulations. Indeed 
those regulations were used in some countries. They were used before the 
war to a great extent in central Europe, and therefore there had to be a clause 
of this kind otherwise the thing was meaningless. 


| By Mr. Quelch: 

Q. I was going to say if you were produeing a certain commodity of 
certain size and you imported the same commodity of another size, if you 
make your regulation or tax only applicable to the one size and not to the 
other—in which case you might tax the import without taxing your own pro- 
duet—you would still be complying with these regulations?—A. I do not think 
T quite understand that. ) 

Q. I mean to say if you are producing a certain commodity of a certain — 
size in.this country; growing it a certain size and you graded it— —A. Yes. 

Q. And you imported the same commodity but of a larger size— —A. T see. 
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@. Then you.could pass a regulation that the tax would only apply to the 
commodity of the larger size?—A. Yes, to the larger size and since you do not 
produce it— 

Q. The agreement would not apply?—A. That depends. That is not quite 
a clear-cut issue because if you were to do that for the specific purpose of pro- 
tecting your domestic product, the article of smaller size— 


Mr. McKinnon: —which might be a substitute— 


The Wrrness: Yes, it might be a very similar article or substitute. If it is : 
done for the main purpose of protecting the domestic product or item it would 
not be permitted but if it was a genuine case of taxation and the imported com- 
modity was not a competitor of the domestically produced commodity, then that 
tax would be all right. . 


By Mr. Blackmore: 


Q. The sole judge of that purpose would be the I.T.O.—A. Not the sole 
judge. The country would make its case and if it convinced other countries 
it would be all right. 

Q. Supposing we take this coal situation and we just refer back to No. 2— 
the end of No. 2. I am not sure I can read into it just what you say is there. 
I hope it is there. 

Q. I am not sure about it. There is a provision in this paragraph which 
says: “The provisions of this paragraph shall not prevent the application of 
differential transportation charges”; now, a subvention would come under that 
clause, wouldn’t it?—A. Subvention being subsidies? 

Mr. Fraser: You should read that full sentence. 

Mr. Buackxmore: I didn’t read it because I didn’t want to go over the whole 
thing. I will read it: 

The provision of this paragraph shall not prevent the application of 
differential transportation charges which are based exclusively on the 
economic operation of the means of transport and not on the nationality 
of the product. 

Now, suppose we put on a sufficient subvention to bring Alberta coal down into 
Ontario; primarily, our objective is putting our own coal into use rather than 
using United States coal. 

The Wirness: What do you mean by subvention, Mr. Blackmore. Do you 
mean the government— 


Mr. Buackmore: Puts it up. 

The Wirness: —pays part of the freight? 

Mr. Buackmore: Yes. 

The Wirness: That is a subsidy as far as this clause is concerned. 

Mr. BLackmore: Then it would be off? 

The Wirness: No, a subsidy of that kind is permitted in this agreement. 
Subsidies clauses come later on in this agreement and I will explain. them there. 
For your information now, a domestic subsidy of that kind is clearly within the 
provisions of this agreement. This particular clause does not say anything about 
subsidies. The explanation of this clause is this; I mean, of this sentence. It is 
well known that railway rates are not uniform. 

Mr. JAENICKE: No. 

The Wirness: That-is well known; and that the rates applying to differing 
commodities going the same distances may be quite different. In other words, 
one ton of a certain type of commodity will move at such and such a rate over 
400 miles, and another ton of another commodity may move at an entirely 
different rate 400 miles. They both weigh the same amount, and as far as the 
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actual cost of transportation is concerned, the cost is exactly the same, but the 
railway rates are different. And all this says is, that such different rates if they: 
are based on economic considerations shall be permitted, but if that difference 
in rates is based not on economic considerations but is based on the foreign 
origin of the goods, then it shall not be permitted. In other words, if the 
difference in rates were due to the fact that the goods originated in the United 
States—it would be a protective device. But if the rate applies regardless of 
origin the fact that there is a differential would not be contrary to this agreement. 


By Mr. Black (Cumberland) : | 
Q. You are interpreting this to us, but who is to interpret it in actual 
practice?—A. The representatives of the countries who have signed this agree- 
ment. All I can say to you, sir, is my understanding. Obviously, I cannot 
read the minds of other people. 


By Mr. Blackmore: : : 

Q. The one difficulty we will come to, Mr. Chairman, we are treating your 
opinion with complete deference. At the same time, the words here are pretty 
difficult to get that meaning out of. It says here definitely, if the differential 
in transportation charges is based exclusively, on the economic operation of the 
means of transportation, it is so. Then, in your judgment, that would cover a 
subvention from the west to Ontario?—A. I am saying that this does not refer 
to a subvention. The question of subventions is dealt with in another article 
of this agreement and we shall come to that in due course. This does not relate . 
to subventions paid by the government. 

Q. May we have you tell us once more to what it does refer?—A. It refers 
to rates charged by railway companies. As I said before, the rates which are 
charged on shipments of equal weight for equal distances vary between com- 
modities, even though, on the face of it there seems to be no basis for such 
variation. In actual fact, all the railway systems of the world have these 
differentials. All we are doing here is to say that fact is recognized and shall 
not be regarded as a contravention of this agreement. 


By Mr. Quelch: 

Q. At the end it says, ‘‘not on the nationality of the product”?—A. Provided 
that differential is not there for the purpose of treating unfavourably a product 
from another country. In other words, discriminating against countries. So 
long as it does not discriminate against a country, the differential is permitted. 


By Mr. Blackmore: 

Q. Isn’t that exactly what we would be doing if we wanted to use Alberta 
coal instead of United States coal and used a subvention to bring it down into 
Ontario?—A. The subvention is a subsidy and not what the railway charges. 
Actually, the railway charges are paid and the government rebates a portion of 
it; that is permitted and is dealt with in another part. 


By Mr. Quelch: 

Q. We have domestic and export rates. There is a difference there and that 
is not a subvention. We have a different rate for domestic and for export. 
Would that be allowed under this agreement?—-A. Our feeling is it is permissible 
under this agreement. 

Q. Yet, you are differentiating between the national product?—A. We are 
not differentiating there between countries. We are differentiating with respect 
to the destination of our own goods. 
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@. You could not have a difference between the domestic rate and the 
import rate?—A. You could not have that if that differentiation was there for 
the specific purpose of providing protection. Then you could not have it. If 
it was there for a proper purpose as far as railway economics are concerned 
then it would be permissible. In other words, if the railway could demonstrate 
that its economic operations required that the rate on the imports should be 
higher than it is on the domestic product, and that is due to the fact that such 
differentiation results in the most economical operation of that railroad then 
it would be permitted. In other words, it 1s a question of deliberate intent to 
_ discriminate against imports. That is ruled out, but if it is not deliberate 
_ intent to discriminate against imports then a differential is allowed. That is 
. the point of this clause. 

| Mr. Hacxerr: If Mr. Quelch’s question has been answered I was going to 
move that we adjourn. 


By Mr. Quelch: 

Q. I was just thinking that the reason we have a difference between the 
export rate and the domestic rate is to help our exports?—A. Yes, and it does » 
- not say anything about exports here. 

' Q. I was wondering if it would not work vice versa on the question of 
_ imports and the domestic rate?—A. It does not quite work vice versa. It 
_ depends on the purpose. 

The Vicke-CHAaIRMAN: Have we exhausted the questions on subsection 2? 

Mr. Lesage: We finished article III. 

Mr. Buackmorn: We are not finished with article III. 

The Vicn-CHairRMAN: We are at subsection 3. We will start there the 
next time. 


Mr. Buackmore: Subsection 3 of article ITT. 


The Vicr-CuHatrman: The meeting is adjourned until Tuesday at 10.25 a.m. 
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MINUTES OF PROCEEDINGS 


House or Commons, Room 430, 
Turspay, May 11, 1948. 


__ The Standing Committee on Banking and Commerce met this day at 10.30 
‘o'clock a.m. Mr. G. Edouard Rinfret, Vice-Chairman, presided. 


__ Members present: Messrs. Argue, Benidickson, Black (Cumberland), 
Blackmore, Breithaupt, Dechéne, Fraser, Harris (Danforth), Hazen, Isnor, 
Jackman . Jaenicke, Marquis, Michaud, Rinfret, Timmins. 


In attendance: Mr. F. H. Zwicker, Lunenburg, N.S., First Vice-President, 
‘Fisheries Council of Canada and Past President, Canadian Atlantic Salt Fish 


meoorers Association; Mr. C.D, Penney, Vancouver, _B.C., Salmon Canners' 


Dr. Stewart Bnied Deputy Minister of Fisheries: Mr. Je ber oe Mercuinar, Chair 
‘man of the Tariff Board; Mr. R. Cousineau, of the Tariff Board; Mr. A ar Sl 
Deutsch, Director of the Economic Relations Division, Department of Finance; 
vr. Hubert R. Kemp, Director of Commercial Relations Division; Mr. A. L, 


Mr. McLure, MP.: Mr. vias rears M.P.; Mr. Winters, MP. 


~ The Vice-Chairman read a communication from Mr. D. L. Morrell, 
Executive Secretary of the Canadian Chamber of Commerce. (See Minutes of 
vidence). He also informed the Committee that Mr. T. Oakley, President of 
yanadian Importers and: Traders Association, Inc., would be unable to attend 
n Thursday, May 13, 1948. The Clerk was instructed to advise Mr. Oakley 
that the Committee would hear him on Thursday, May 20, 1948. 


_ Mr. F. H. Zwicker was called. The witness presented a brief on behalf of 
Fisheries Council of Canada, was questioned at length thereon, and he retired, 


Mr. C. D. Penney informed the Committee that his associate had been 


w anavoidably delayed en route to Ottawa and asked that his deposition be 
cs 


| Bei poned. It was agreed to defer the presentation until Thursday, May 13th. 


Mr. Hubert R. Kemp was called and examined. The witness was questioned 
in ‘Tegard to the brief presented earlier by Mr. Zwicker. 


— At 12.15 o’clock p.m., the Committee adjourned to meet again at 8.30 
Dclock p.m., Thursday, May 13, 1948. 


ANTOINE CHASSE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House of Commons, 
May 11, 1948. 


: The Standing Committee on Banking and Commerce met this day at 10.30 
am. The Vice-Chairman, Mr. E. Rinfret, presided. 


The Vicre-CHAIRMAN: Gentlemen, will you please come to order. First 
of all I want to indicate to the committee a letter which I have received 
from the Canadian Chamber of Commerce in reply to our letter of the 30th 
of ate It is addressed to Mr. Chassé, the clerk of the committee, and reads 
as follows: 


SE ee 


In reply to your letter of April 30th, please be advised that after 
due consideration the Foreign Trade Committee of the Canadian 
Chamber of Commerce has decided to make no representations before 
the House of Commons Standing Committee on Banking and Commerce 
in connection with the Geneva trade agreements. 

We wish to take this opportunity to thank you and the committee 
for your courtesy in providing the opportunity to appear, but, as the 
Chamber has previously made representations in this connection, it is 
felt that no useful purpose would be served in occupying the time of the 
committee at present. 


It is signed by Mr. D. L. Morrell. 


At the last meeting we instructed the clerk of the committee to com- 
-municate with the Canadian Importers and Traders Association, inviting them 
to attend here on May 18. Apparently that date is not satisfactory and the 
association has asked whether it will be possible for the committee to meet them 
the following week. If so they will be glad to arrange a time to suit our con- 
venience. I suppose it will be in order to ask these people to come before the 
committee on Tuesday next, that is, a week from to-day; and if so I will so 
advise the clerk. 
| Now, gentlemen, we were asked by the Fisheries Council of Canada for 
_ permission to appear before the committee, and I think the Council is represented 
here to-day by Mr. Zwicker and Mr. Penney. I shall ask Mr. Zwicker to come 
_ to the witness stand. 


SRE a oe sp Ry ee pe eee EE 
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L. F. H. Zwicker, First Vice-President, Fisheries Council of Canada, called: 


The Vice-CHamMan: Now, gentlemen, is it your wish that Mr. Zwicker 
should explain the brief which he wishes to submit first and then submit to 
ilies 

Mr. JAENICKE: Yes. 
The Vice-CuHairMAN: Will you proceed, Mr. Zwicker? 


: The Witness: Mr. Chairman and gentlemen, this is a_ brief which was 
submitted to the Department of Trade and Commerce by the Canadian Atlantic 
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Salt Fish Exporters Association, and the Canadian Atlantic Salt Fish Exported . 
Association is a member of the Fisheries Council of Canada, and the Fisheries 
Council of Canada is made up of member associations across Canada. : 


By Mr. Jaencke: 


Q. Do you represent the Fisheries Council as well?—-A. Indirectly. 

Q. Of whom is the Fisheries Council made up—what are the organizations? © 
—A. Fisheries associations right across Canada. This happens to be a aoe 
local to our own organization, the Canadian Atlantic Salt Fish Exporter 
Association. The Fisheries Council of Canada is, so to speak, a holding company ~ 
for other associations. : 

Q. Does it include fishermen themselves?—A. It includes some co-oper- 
atives, yes, in Quebec and the maritime provinces. 


Mr. Isnor: Are you connected with the Fisheries Council of Canada? 
The Witness: I am first vice president. 
Mr. Fraser: That includes processors of fish, does it? 


The Wirness: Producers, processors and wholesalers.- This brief has refer- 
ence to section 719(2) of the brief that was submitted to the Tariff Board prior 
to the Geneva trade agreement wherein our original brief on the tariff agreement 
pointed out that salted ground fish of a moisture content of under 43 per cent 
had a rate of duty applied going to the United States of 2 of a cent while fish 
over 43 per cent had a rate of duty of 3 of a cent, and we requested that the 
same rate of duty apply to fish whether over or under 43 per cent. I have samples 
here of three fish of various moisture content, which I would like to open a little 
later so you can readily get a quick picture of the practical part of thes 
argument. As a result of the Geneva trade agreement the duty was reduced by § 
of a cent a pound in each case. On the fish not over 43 per cent it was brought — 
down to 4 cent per pound and on fish over 43 per cent it was brought down 
to 4 of a cent. 


Mr. JApnickE: Is that our duty or the duty in the United States? 


The Witness: The duty in the United States applies. We requested that — 
the Tariff Board ask the United States to make the rate of duty the same for 
both classes of fish. é 

The purpose of this brief is to request the necessary action on the part of 
the Canadian government to effect the removal of a form of discrimination— 
unintentional, but nevertheless serious—against Canadian salt fish in the US. 
continental and territorial markets, which we had hoped would be corrected as — 
a result of representations made on our behalf at the recent Geneva conference, — 
but which has not been corrected, possibly because our submission was included — 
among other applications and regarded as one of several to which the 50 per — 
cent basis of reduction could apply, instead of being regarded as one for special | 
consideration. 

In our opinion this is of sufficient importance to the salt pe industry off 
Canada to justify the Canadian government negotiating it separately, especially 
as the removal of the discrimination referred to will not adversely affect a0 
United States industry. 


By Mr. Fraser: 

@. May I ask a question? Are any fish of a like kind being imported into : 
Canada?—A. No. | 
Q. Are they being imported from the United States into Canada?—A. No, 

nor does the United States produce any of these fish themselves. F 
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Q. Thank you.—A. The brief with the attached schedule “A”, was sub- - 
mitted by this association to the Department of Trade and Commerce, at 
Ottawa, on February 11, 1946. 
It is now evident that paragraphs 4-5-6 of our brief were understate- 
ments for, in a brief submitted by Gorton Pew Fisheries Co., Ltd. to the 
US. committee for Reciprocity Information, they state:— 


Since 1948 . . . . the fresh codfish landed in the New England 
states is no longer salted but sold in either fresh, frozen or canned 
form . .. . The United States has come to depend on foreign 


sources for its supply of salt fish, which is imported principally from 
Canada, Newfoundland or Iceland. 


Since it is admitted that fish landed at New England ports is no longer 
salted, our requested equalization in the tariff rates on dried salt fish 
under 43 per cent maximum moisture content, and fish over 43 per cent 
would not adversely affect a U.S. industry, there is therefore no valid 
reason why the U.S. government should not grant it when supported by 
the facts of the case. 

The New England fisheries interests (including Gorton Pew Ltd.) 
import green-salted fish which is processed into boneless, thus providing 
employment in New England. Boneless, however, comes under a separate 
tariff item—?719 (3) and this brief does not concern that item. 

The differential in the rate of duty on fish over and under 43 per cent 
maximum moisture content was made in the interests of the New England 
cutting trade which imports large quantities of green-salted fish for pro-. 
cessing into boneless. Fish of 43 per cent maximum moisture content 
is not used for processing into boneless, the average moisture content 
being 53-58 per cent, but the dividing line was apparently set extremely 
low in order to obviate any possible delay in clearing the fish through 
U.S. customs upon arrival, in the event that the shipment included some 
rather dry fish. 


I think, at this point, Mr. Chairman, I should like to open up these samples. 
You will notice I have this one bound up in oilcloth. That particular fish is one 
I got from a Lunenburg firm which puts up boneless and was taken right out 
of their vat. This is a fish definitely under 43 per cent. You will notice I am 
holding it out, but it is not bending. It is a dry fish that goes to Puerto Rico 
and is definitely under 43 per cent: I imagine it is around 41 or 42 per cent. 


By Mr. Fraser: 


Q. That has to be dried like that on account of the hot climate in Puerto 
Rico and southern countries has it not?—A. So it will keep in the hot humid 
countries. 

Q. I have seen that kind of fish hanging up in the market places.—A. That 
is right. 


By Mr. Hazen: 


Q. Does that fish you have shown us pay 4 cent?—A. That is the one; that 
is the fish that is penalized under the U'S. tariff. 

Q. It pays 4 cent per pound duty?—A. That is right. 

This fish here—you can see that it is wet and dripping though it was taken 
out of the pickle a week ago—you can see the difference: the fish is over 50 per 
cent moisture content. That fish was the reason that the Gloucester boneless 
people wanted to import that at a lower rate of duty so that they could make it 
into boneless and compete with Canadian boneless fish going into the United 
States. 
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By Mr. Fraser: oe 
Q. It that shipped into the United States in that condition or is it frozen 


first?—A. No, in that condition. They are shipped in large quantities and there ~ 


is a lower rate of duty because the New England cutting trade wanted it in 
order to get the price down to compete with the Canadian boneless coming into 
_ the country. 


By Mr. McLure: 


| Q. What is the duty on that?—A. It is 4 cent under the new arrangement 
and it is 4 cent for dry fish. | 


By Mr. Jaencke: 7 

Q. What was it before the Geneva agreement?—A. Five-eighths of a cent. 

Q. For both?—A. No, gths and gths. Now, the chief trouble comes in 
this particular fish which is not dried and not as hard as the other one, but 
is suitable for semi-tropical countries. It is bent but it has a dry face; it 1s not 
a wet fish like this one. If you over dry it—it is quite a science drying fish and 
getting them to the correct moisture content you want—and if you get it a little 
over dry and it goes into the country, your purchaser is very much annoyed 
that he has to pay that high rate of duty that applies to the dry fish. 


By Mr. Isnor: 

Q. What is the moisture content on the one you hold in your left hand?—A. 
Over 43 per cent; it is about 43 per cent. I wanted to exaggerate all these 
samples a bit, except this one which is typical. It came from Robin, Jones 
and Whitman’s Lunenburg Branch. Where the salt fish exporters in the mari- 


time provinces got into trouble was that Newfoundland was able to produce 


in Labrador a fish of about this moisture content. It was processed in cool 
weather with reasonably good keeping qualities. _ a 

Q. Which moisture content?—A. Over 43, something like this one I have in 
my hand. They sent it down to Puerto Rico with the result they captured the 
whole Puerto Rico market, or the best part of it. Now, this is the whole trouble. 
I believe from 1912 to 1922 all fish entered the United States free. Then at that 
time a new tariff was set up. 


By the Vice-Chairman: 

Q. The 50 per cent one?—A. The 50 per cent one—well, over 43 was where 
they divided it. They made a very definite mistake in the dividing line. If 
they had made it. 50 per cent we would not have had any trouble getting this 
fish in. 

Q. When you say “this” that is the 45 per cent one, we will call it?—A. Yes, 
that is right. We would not have lost our market in Puerto Rico on account of 
this wetter type of fish. Incidentally this is not a suitable fish to send to the 
tropics. 

Q. That is the 45 per cent one?—A. Yes. 


By Mr. Fraser: 

Q. When you send that down to Puerto Rico do you have to have special 
refrigeration for it? The other one would not need refrigeration—A. No, they 
will keep two or three weeks on a passage down. When it got down there it 
went into cold storage or cool storage, not cold, and it spoiled very quickly when 
it was taken out of cold storage. In 1922 the rate of duty on this wet fish was 
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_ 3 of a cent a pound, and under 48 per cent, this fish here, it was 14 cents. Why 
_ that was ever done would be hard to imagine. It is hard to imagine why all 


fish could not have gone in at the same rate of duty. The only explanation 
is the New England cutting trade wanted this fish at the lower rate, 


By the Vice-Chairman: 

Q. The wet one?—A. The wet one at the reduced rate. I suppose it can 
be assumed the United States government wanted the revenue on this other fish, 
Even at that time the United States was not producing this drier type. They 
were producing a proportion of these over 50 per cent type. Does anybody 


have any questions on these before I put them away? 


By Mr. Fraser: 2 


Q. Tell us in dollars what amount of that fish is shipped out of here, or 
do you know?—A. No, I could not answer that offhand. 
@. Do you know the tonnage of each? 


By Mr. Isnor: 
Q. You know your export value from the maritimes on cod?—A. I am sorry, 


it is not right in my head at the moment. 


By Mr. Fraser: | 

Q. What I wanted to do was to split them up between the different ones 
so we would have an idea how much was shipped into the United States. That 
is not in your brief?—-A. No, I do not think it is, 

Q. I do not think so.—A. It was established in the Senate committee 
inquiry. I think Mr. Kemp brought out the figures. 

Mr. McKinnon: Mr. Kemp will be able to give these various figures 
when he gives his evidence. 


By Mr. Hazen: 


Q. Paragraph 7 of your brief which you have just read speaks of green 
salted fish. Would you explain what a green salted fish is? Is a green salted 
fish a fish which contains more than 43 per cent water content?—A. Very 
definitely. A green salted fish will contain anywhere from 52 to 60 per cent. 
I would imagine it is about 55 per cent water, if not 60. 


By Mr. Jaencke: 


Q. You told us they were producing fish in Newfoundland and they had 
obtained an advantage over the Canadian fish in Puerto Rico, is it?—A. Yes, 
known as the Labrador slop. 


Q. How did they get that advantage?—-A. By being able to produce it in 


-a colder climate than Nova Scotia. 


Q. And it was of a similar moisture content?—A. No, a higher moisture 
content. The Labrador slop is a kench cured fish. There is a layer of fish, a 
layer of salt, a layer of fish, and a layer of salt spread in a kench in a shed. 
The United States put the low rate of duty on this fish in 1922, what is known 
as a pickled fish. It is put in a barrel or vat. You sprinkle salt on it and 
enough water comes out of the fish to make its own pickle. They leave it there 
probably for a month or six weeks. That is how that fish is cured, and that 
was what originally the United States asked for the low rate of duty on that fish 
suitable for the boneless trade. You notice also that fish, because it has been 
in pickle, is much thicker than this other fish. That is what the boneless people 
want. They must have it thick and wet in order to take the skin off it 
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properly and take the bones out. Then they press some of the water out of it 
and package it. There is very little drying in connection with it. It is another 


process. We would not be having this meeting here today if the dividing line. 


of the moisture content had been put say at 50 per cent because it probably 


would not have affected these other fish of slightly over and under 43 per | 


cent. That dividing line was a vicious thing, and brought on in ignorance of 
the conditions at the time. 


By Mr. Isnor: 

Q. You referred to a moisture content of 45 per cent?—A. One fish here, 
yes. | 
Q. The duty on that entering the United States is how much?—A. It is 4 
now, J believe. I do not know whether that has gone into effect. It is either 
3 
eA0t s: 

Q. That is over 43 per sue That is right. 

Q. And it is 4 of a cent?—A. If you send in a wet fish— 

Q. Just a minute. I want to couple up the other question. What is the 
duty on the Newfoundland fish of the same moisture content entering the 
United States?—-A. The same. 


Q. Then there is no discrimination so far as that particular fish is concerned?’ 


—A. No, except it is not practicable for us to produce this fish over 43 per 
cent for export. This thing is getting mixed up between continental United 
States and Puerto Rico. 

@. I was dealing with your statement in regard to Newfoundland, and I 
wanted to find out as to whether there was any discrimination in respect of 
Canadian cod of 45 per cent moisture as compared to similar fish entering 
the United States from Newfoundland—A. No. 

Q. There is no difference there. Then it is the Puerto Rico market in 
which you are particularly interested?—A. That is right. When this fish was 
on quota going into the United States during the war under export permit 
control you could send 150 pounds of fish over 48 per cent whereas those of us 
having dry fish could only send 100 pounds. 


By Mr. Hazen: 

Q. Did I not understand you to say that the Newfoundland or Labrador 
fish which contained 45 per cent moisture content could be sent to Puerto Rico 
and pay a duty of 4 of a cent a pound while the Canadian fish that went to 
Puerto Rico and contained 45 oe cent moisture would have to pay a duty of 

+ cent a pound?—A. No. 

Q. I am wrong?—A. No, that is not right. 

Mr. JAgenickE: The way I understand it— 

Mr. Isnor: Would you allow the witness to answer Mr. Hazen, please? 


By Mr. Hazen: 

@. Would you clear that up for us? Let us understand this. I understood 
you to say that a fish containing 45 per cent moisture content, if processed in 
Labrador or Newfoundland, would enter Puerto Rico and pay + of a cent a 
pound duty.—A. That is right. 

@. While one of our fish from the maritimes entering Puerto Rico and 
ae 45 per cent moisture content would pay 4 a cent per pound duty?— 

. No. 

@. What is the position? 

Mr. JarnicKE: The position is— 

Mr. Hazen: Let the witness answer. 


">" oa eee ve 
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The WitTNuEss: No, I said it was not practicable, I did not think, for 
Canada to ship fish over 43 per cent moisture content to tropical markets on 
account of spoilage, and that Labrador did have an advantage over us in that 
the curing was all done in cold weather, and no deterioration set in their fish, 
so they had a much better advantage of sending a higher moisture content fish 
down to the tropics which had reasonably good keeping qualities, and which 
we in Nova Scotia could not do. Itisitrue we can send fish down over 43 per cent, 
and we have done it, but it is liable to turn out bad. We may have claims, 
etc. 


By Mr. Isnor: 


@. Where does the discrimination come in? I think that is what we want 
to get. We want to find out what is your contention as to discrimination 
against Nova Scotia fish?—-A. I probably did not make myself clear there. It 
is discrimination against dry fish. That is the point. 

Q. It is the dry fish?—A. Fish under 48 per cent. We cannot understand 
why that should be discriminated against for this wet fish, more especially so 
since that lower rate of duty was put on for the New England boneless trade. 
Newfoundland was cute enough to see the possibility of getting in on the lower 
rate of duty by sending this particular kind of fish into Puerto Rico. 


By Mr. Black: 


Q. If Newfoundland wanted to send dry fish there they would pay the 
same duty as we would?—A. That is right, and they do ship some of it, but 
their dry fish is discriminated against in the United States the same as ours is. 
There is no difference in the status of Canada and Newfoundland except in 
nature. 

Q. But the difference in duty is this 4 of a cent a Daun That is right. 
It originally started out at 14 cents in 1922 on dry fish and 3 of a cent on the wet 
fish. Then in 1939 there was a new tariff—tI forget the Pane of it—put forward. 


Mr. McKinnon: Trade negotiations. 


The Wirnsss: Trade negotiations, and the duty at that time was reduced 
on dry fish to 3ths and on wet fish to ths. I think that is right. 


By Mr. Black: 


@. The dividing line for duty purposes af 43 per cent moisture content has 
been in effect since when?—A. 1922. 


By Mr. Jaencke: 


Q. Did you experience competition with Newfoundland before?—A. No. 

Q. If that rule about moisture content has been in force since 1922 it is 
funny you did not come across that before—A. At that time Newfoundland 
was shipping the ‘bulk of their fish to Europe, and they did not take advantage 
of that until the 30’s. I have that all very nicely set out in a report I made 
for the dominion government in 1988 known as “Markets for dried and pickled 
fish.” 

Q. You objected then?—A. Very strenuously. Both Mr. O. F. Mackenzie 
and myself wrote our own reports, and they were not in collusion at all. We 
had not seen what the other one wrote. Mr. Mackenzie devotes four or five 
pages to bringing out the subject in one manner and I do it in a totally different 
way with tables and charts in my part of the report. This report was issued 
in 1938, and our request was not taken into account in the tariff negotiations 
in 1939. It was just left as it was. 
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By Mr. Black: | 
Q. Would the trade not give a preference to Nova Scotia dry fish under 43 
per cent moisture over Newfoundland or Labrador fish of 43 per cent? If they 
are offered at the same price which would get the preference?—A. I think it is 
human nature for anybody to buy the commodity that is cheaper, and this fish 
having more water in it naturally has a cheaper price. 

- Q. The trade would give preference to the dry Nova Scotia fish over the 
Newfoundland fish carrying a moisture content of more than 43 per cent?— 
A. That did not prove to be the case, and it is not even the case today. Puerto 
Rico will still buy the cheaper commodity, and they also want the lower rate 
of duty, and the fish is landed at a cheaper cost to them. They do run the risk 
of deterioration. The dry fish will keep better. : 


By Mr. Jaemcke: 2 
Q. What is the weight of one of these fish dry and wet? What would be 
the approximate weight?—A That dry one I held up I imagine would be about 
4 pounds, and the others would be about 6 or 7, the wet one. 


By Mr. Hazen: 
Q. Did you say this matter had been brought before a Senate committee? 
—A. Yes. 
Q. When. was that?—A. About a month or so ago—before Christmas, 
December 18. : 
. Q. Was there any report made, or do you know what happened then?— 
A. No, the report was printed. That is all I know. 


By Mr. Isnor: 

Q. Did you appear before that committee?—A. No, If did not have enough 
notice. 

Q. Who did appear before that committee?—A. Senator Robertson asked 
a few questions. 

Q. Was there a representative from the Department of Trade and Com- 
merce before that committee? 

The Vicn-CuatrMan: I think Mr. Kemp appeared before the committee. 


By Mr, Isnor: 


Q. Mr. Kemp appeared before that committee?—A. Yes. 
Q. Did you read his evidence?—A. Yes. 

Q. You have it there?—A. Yes. 

Q. Would you care to comment in regard to his evidence?—A. Yes, I would 
be glad to. Mr. Kemp made a statement quite similar to what I read here in 
the first part of my remarks pointing out that the result of the agreement was 
that 4 of a cent had been taken off in each case. The chairman asked the 
question: : 

One eighth of a cent in each case? 
Mr. Kemp’s reply was: 
That is right, sir. Now, the trade statistics for 1939 show that in 
1939 we exported to the United States $81,000 worth under 43 per cent, 
and $925,000 worth over 43 per cent moisture. So that, at least at that 
time, the exports over 43 per cent moisture were eleven times—between 
eleven and twelve times—as great as the exports under 43 per cent 
moisture. 
I should like to add the reason is New England cannot get on without that 
product. They must have it. Even if there was an export duty applied in 
Canada they would still buy it. : 
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By Mr. Jaenicke: 
Q. That is the wet fish?—A. Yes. 


By Mr. Fraser: ; 
Q. They do not buy any of the dry fish—A. They buy some of that middle 
quality. 
Q. The middle quality, but any of the very dry?—A. No, unless they buy 
a bit for re-export, but the very dry does go into Puerto Rico. 


By Mr. Isnor: 


Q. We already know that in cents there has been a gradual reduction that 
really should have worked to your advantage. What is your real point at the 
present time? What do you recommend this committee should consider?— 
A. What we wanted to see in Nova Scotia since long before 1938 was the same 
rate of duty for any salt fish going into the United States, and not have the 
hard dry fish discriminated against. That is our complaint. 

Q. You recommend doing away with the dividing line of 48 per cent?— 
A. That is right. 


By Mr. Fraser: 


Q. Even if it went up in value of duty, bring them both up to the same 
level?-—A. That would be a dangerous thing for me to comment on. I would 
get in very bad with my competitors in the other part of the trade. What we 
wanted to see brought about at Geneva was the 3 brought down to 2. 


By Mr. Argue: 
Q. Do you know if representations have ever been made to the American 
officials asking that that be done?—A. I could not answer that. 


By Mr. Isnor: 
Q. But you did present a brief last November, was it, along the very lines 
you are recommending now to the Department of Trade and Commerce?— 
A. We did that before they went to Geneva. 


Mr. Arcug: Made representations to whom? 
Mr. Isnor: The Department of Trade and Commerce. 


By Mr. Argue: 

Q. But you do not know what they did at Geneva, whether they asked 
that that be done or not?—A. I believe they did, but I do not think the thing 
was sufficiently understood. 

Q. What I am getting at is, what do you want this committee to do, 
because it is the American government apparently that is applying the duty?— 
A. That is right. 

Q. If we agree with you then what would you wish us to do on your 
behalf?——-A. We understand that further negotiations may be in the offing, and at 
that time the matter should be straightened out once and for all, and all put 
on the one basis. I fully appreciate the position of the tariff board. When they 
went to Geneva they knew that the Americans could only reduce their duties 
50 per cent on any one item. Actually what we asked at that time was that the 
heavy wet fish be left as it was and the dry be brought down so that we could 
eet out of this vicious cycle because if each time this thing comes up they are 
going to reduce both grades 50 per cent there is always going to be a differential. 

Q. Or if the 43 per cent dividing line was changed to 50 per cent that would 
meet a great many of your objections?—A. That would meet a good many of 
our objections; that is right. 
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By Mr. Hazen: 
@. Have any representations been made to the United States government 
since the Geneva conference?—-A. I did see—on this particular item? 
Q. Yes——A. I do not think so. 
Q. I notice you said in your brief: 
There is, therefore, no valid reason why the United States Govern- 
ment should not grant it when supported by the facts of the case. 


—A.'We meant if it were taken up specially and Congress did something. These 
other downward adjustments have been made by authorization of the president 
with his powers to reduce duties 50 per cent. 


By the Vice-Chairman: ; 

Q. In your recommendation would there also be a point in changing the 
division line from 48 per cent and raising it to 50 per cent? Is that one of your 
recommendations?—A. That would be the second recommendation. ‘The first 
one would be to equalize the duties, to bring the rate of duty on the dry fish 
down to the rate of duty on the wet fish. That would be number one. If that 
could not be accomplished then raise the dividing line. 

Q. To what point?—A. Fifty per cent. 


By Mr. Fraser: 


Q. Can you tell us what your loss in trade has been on account of New- 
foundland?—A. That is all set out in this Mackenzie Zwicker report over a term . 
of years. The loss is all set out there. 


By Mr. Isnor: 


Q. As I recall it that report does not touch on the American market, does 
it? Does that not deal almost entirely with the— —A, With Puerto Rico? 

Q. Yes.—A. I think that is more or less correct, yes. We tried to point 
out in that report in 1938 that this dividing line of duty was put in only for 
the boneless trade, and nobody anticipated at that time that any exporter 
to the south would be taking advantage of that moisture content and it would 
apply in Puerto Rico. | 

Q. As to the two recommendations that you have made to this committee 
do you feel there would be any opposition from the American fishing interests? 
—A. No. 

_ Q. You do not anticipate any?—A. Positively none. They are not in the 
business. They are just in as buyers. They do not produce. I think I am 
correct they went out of their dry salt fish business in the late 20’s. The 
Americans might protest on the loss of a little revenue. I do not know about 
that, but I would hardly think so when you get down to 4 and + of a cent 
a pound. It has more of a nuisance value to them than anything else. 


By Mr. Jaenicke: 

Q. Would that processed fish which the New England people process out 
of the green salted fish be in competition with your dry fish in the United 
States? Might that be the reason for the differential?—A. No. 

Q. What do the American processors do with that green salted fish?—A. 
They make it into boneless fish. | 

Q. Does that compete with your dry fish?—A. Oh, no. 

Q. I am trying to find out if there is any reason for the differential in the 
A. I would love to know that myself. 


By Mr. Black: 


(. Suppose Canada produces boneless fish the same as they are producing. 
What is the duty on it going from Canada into the United States, processed 


two. 
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_ boneless fish?—A. I think that is 15 cents today. Incidentally, Canada would 
be much bettter off economically if she processed all her fish and sent it into 
the United States as boneless, and not send our raw material out of the country 
: to be processed there. 


By Mr. Isnor: 


Q. Why do you not do that?—A. We are not in that type of business our- 
) selves. I suppose it can be done, but then you would have terrific howls from 
i the New England boneless trade who are established in that business, and 
_ incidentally they have producing plants here in Canada, and also one in 
Newfoundland. 

Q. They have one in Halifax, have they not: Sea Foods Limited—do they 

not process?—A. I do not know. I do not think they do. 

: Q. If you could make use of all the fish that you produce, and process 
_ them here, would this country as a whole and the maritimes be better off?—A. 
Definitely. 
Q. In your opinion?—A. In my opinion, yes. I understand that happened 
; with lumber—that the manufactured articles went into the States at better 
proportional commission than the board lumber. 

Q. Well, I have a figure of manufactured lumber—the dollar value of 
lumber—the dollar value of sawn lumber falls into the value of three times on 
a manufactured article, and I was wondering whether the same thing would 
apply to fish?—A. Boneless, roughly, going into the United States I think sells 
around 25 cents a pound f.o.b. Nova Scotia, whereas this heavy fish I hold up 
has a value of around 9 cents a pound. 

Q. Yes, there is the same thing—three times the value; therefore we would 
be a great deal better off?—A. Yes, but the New England states would raise 
a terrific howl. 

@. We are thinking of ourselves at the present time—A. That is right. 


Mr. Hazen: The United States controls the duty. 


Mr. Isnor: We have two recommendations from the witness. Has he 
anything further to say? 


Mr. Buackx: As I understand the witness, his suggestion is that the duty 
be reduced from 1 cent to 4+ of a cent; that is reducing it by 3, am I right? 

The Witness: No, from $ to +. 

Mr. Brack: It is already reduced from 1 cent to 4 cent. 

The Wirness: That was in 1939. 


Mr. Isnor: We had it reduced from ths to 4, and in the other case, under 
43 per cent, from gths to *eths, or 4. What Mr. Zwicker is recommending is 
that it all be at the one rate; is that right? 


The Wirness: That is right. 


The Vice-CuaiRMAN: Have you any more questions to ask this gentleman? 
Mr. Zwicker, is there anything further you would like to ‘say? You did not 
finish reading your report, but perhaps you have covered it in your remarks. 
Mr. Isnor: Mr. Zwicker had better look over the brief and see if there is 
any important point he has missed. 


The Witness: It will just take me a moment to finish reading it. 


Mr. Fraser: I do not think you mentioned how much Canada is losing in 
dollars and cents in the exporting. You say Newfoundland has taken that trade 
from us. You do not know how much that is in dollars and cents? Perhaps 
Mr. Kemp knows that. 


Mr. Kemp: I have some figures here. 
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The Wirness: I did set that out in-this report in 1938. With your per- 
mission I shall continue to read my report. | 

The result, not foreseen at that time, is that very shortly thereafter 
+t was discovered that fish dried to slightly over 43 per cent maximum 
moisture content could be exported from countries other than Canada 
and, having the advantage of the lower rate of duty, could be sold in 
competition with Canadian fish. There have therefore been two rates 
of duty on dried salt fish—That is the fish which are on the border line 
of 43. There are two rates; the other, according to laboratory tests, 
at the border line, going over—one rate on fish up to 43 per cent and 
another on fish very slightly over 43 per cent maximum moisture content. 
This anomaly should be removed as it was never intended that there 
should be two rates of duty on dried salt fish imported into U.S. con- 
tinental and territorial markets. Since that time Canadian fish has exper- 
ienced this added competition, and incidentally, the U.S. treasury has 
lost the differential in duty as the lower rate of duty was never intended 
to apply to dried salt fish, but only to fish imported for the cutting trade. 

It should be added that, because of climatic conditions Canadian — 
cured fish above 43 per cent maximum moisture content has not the 
keeping qualities in Puerto Rico that fish has when caught and processed 
in the colder climates of Labrador, etc., to that extent Canadian fish can- 
not be exported in fair competition with that of other competing countries, 
as under existing conditions of a lower rate of duty for dried salt fish of 
the higher moisture content, importers are inclined to stipulate that fish 
carrying the lower rate of duty be shipped. This is not in the best 
interests of the Canadian industry. 

It is therefore requested that representation be made to the US. 
government to equalize the rates of duty on dried salt fish at the lower 
rate.’ The low-salaried people, particularly in Puerto Rico where dried 
salt fish is a staple item of diet, and also continental U.S.A. where dried 
salt fish is a common item in the daily menu of people in the low income 
eroup in certain districts would benefit. The U.S. treasury losses would 
be insignificant as the amount of duty now derived from these two items 
is negligible. Since the differential was set in 1922 the rates then being 
24c and 14e respectively, the rates of duty have been steadily reduced 
until they are now $c and ic per pound respectively. 


SCHEDULE A 
Copy of Brief | 


RECOMMENDING APPLICATION TO U.S.A. FOR REDUCTION 
IN’ RATE “OF -DUTY -ON* DRIED SALT: KISH, (TOrt is 
PRESENT RATE OF DUTY ON GREEN-SALTED 
FISH IMPORTED INTO US.A. AND 
PUERTO RICO 


Reference is made to U.S.A. tariff items, paragraph 719, Tariff Act 


ee nods Canada—U.S. Agreement é 
Commodities January 1, 1939 
Cod, haddock, hake, pollock, and cusk, 
neither skinned nor boned (except that 
the vertebral column may be removed) 
When containing not more than 43 
percentum of moisture by weight............ ce per pound 
When containing more than 43 per- 
centum of moisture by weight............... . 2c per pound 
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(1) This Association recommends application for a reduction in rate 
oe on dried salt fish to the prevailing rate of duty on green salted 
3 | | 


(2) The rates prior to 50 per cent reduction effected by Canada-US. 
agreement, January 1, 1939, were 14¢ and 3c per pound respectively. 

(3) Originally both classes of commodity referred to carried the 
same rate of duty, the lower rate for green salted fish being introduced 
upon representation of New England interests some twenty years ago, in 
order to permit of selling the finished product—boneless fish—processed 
in New England from Canadian (or Newfoundland) green-salted fish, in 

_ competition with the imported fully processed article. 

(4) U.S.A. imports 50 per cent of the material used in boneless trade 
and it is not suggested that any change be made in the prevailing rate 
of duty on green-salted fish imported for that purpose. 

(5) The higher rate of duty for dried salt fish is not necessary for 
the protection of a dried salt fish industry in U.S.A. as U.S.A. does not 
produce any sizeable quantity of dried salt fish for either domestic or 
export trade. 

(6) U.S.A. trade statistics may show exports of dried salt fish. By 
far the greater volume of such fish is not produced in U.S.A. but acquired 
by New York and other commission houses, or similar interests from 
Canada or Newfoundland for re-export. 

(7) Dried salt fish is a staple article of diet in Puerto Rico, as in 
all Caribbean countries, being an important protein food on which the 
poorer class of the population depend, and the proposed reduction of te 
per pound could be passed on to the consumer without materially 
affecting the U.S.A. revenue from customs duties. 


Respectfully submitted, 
CANADIAN ATLANTIC SALT FisH Exporters ASSOCIATION. 
February 11, 1946. 


Mr. Isnor: Does that complete your brief? 

The Vick-CHairMAN: Is there anything you want to explain on schedule 
“A”, or is that a repetition of your brief? 

The Witness: That is pretty well a repetition. Schedule “A” was in the 
brief originally submitted to the Tariff Board. 


By Mr. Isnor: | : 
Q. Will you turn to the report of 1938 and look up your export. business 
to Puerto Rico for the different years?—A. Will I give it to you in pounds? 
Q. I think the committee would understand it better if you gave it in 
dollars and cents—A. I just have my figures in pounds. 
Q. Then give it to us in pounds. 


By Mr. Jaenicke: 

Q. What is it worth a pound at the seaboard?—A. An average price? 
Around 10 cents—varying. Today’s prices are approximately 16 cents. 

Q. That is O.K. Give it to us in pounds.—A. From 1925 to 1929, United 
States statistics, imports on dry and green salt cod entering the United States 
and Puerto Rico combined—an average of 1925 to 1929: Newfoundland had 
exported 6,315,000 pounds; other countries 3,491,000 pounds; Canada 22,337,000 
pounds. 
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In 1936 that had changed. Incidentally, the total at that time was 
32,143,000 pounds. In 1936 there was a total of exports of 55,511,000 pounds, 
other countries exported into the United States 3,874,000 pounds; Newfoundland - 
had gone up to 26,828,000 pounds; Canada had gone to 24,809,000 pounds. 


The Vice-CHAIRMAN: Canada remained approximately in the same posi- 
tion and Newfoundland was four times as much? 


The Witness: Yes, but they made that gain in Puerto Rico. I have sep- 
arate totals here for Puerto Rico. There is a table here which is of interest: 
United States statistics, imports of dried and green salted fish in the United 
States only; Canada, in the 1936 period, 21,657,000 pounds—that was for the 
cutting trade—compared with 1925-29 when the United States were in the 
business, producing their own fish, only 7,000,000 pounds; and the United 
States statistics, imports of dried and green salted cod into Puerto Rico: in 
1925-29 Newfoundland and other countries, out of a total of 16,682,000 pounds 
had 6,899,000 pounds, and Canada had 9,783,000 pounds. 


By Mr. Isnor: 

Q. Now, give us the last year—A. In 1936, out of 28,599,000 pounds 

pena pauls 27,900,000 pounds and Canada had dropped to 1,590,000 
pounds. 
; Q. That is your answer. It shows a elear picture—A. And all that hap- 
pened because the New England cutting trade got a lower rate of duty and 
Newfoundland was able to take advantage. Incidentally, they do not supply 
any fish for the New England cutting trade. 

The Vice-CuarrMAN: Are there any other matters you would like to 
discuss? 

The Witness: No, sir. 

The Vice-CuHairMAN: Are there any other questions, gentlemen? If not, 
thank you, Mr. Zwicker. 

Now, Mr. C. D. Penney is here and I will ask him to come forward. 

My. Pennsy: Mr. Chairman, my colleague has been erounded in Chicago 
and we expect him late this afternoon, therefore, I am without a brief to put 
to the committee. I wonder if it would be possible to have a postponement? 

Mr. Iswor: Perhaps Mr. Penney would tell us whom he represents? 

Mr. Penney: I represent the Salmon Canners’ Operating Committee. 

The Vice-CHairMAN: Mr. Penney is not dealing with cod. Perhaps we 
should have Mr. Kemp come to the stand and have Mr. Kemp deal with the 
question of cod, and have Mr. Penney’s request granted, his request for a post- 
ponement. Till when, Mr. Penney? 

Mr. Penney: Until Thursday. I understand that is your next meeting 
time. 

The Vicke-CHAIRMAN: That is a matter for the committee to decide. 

Mr. Penney: Thursday would: be satisfactory. 

Mr. Hazen: I thought you were going to hear from Mr. Kemp. 


The Vice-CHairMAN: Exactly. That is the suggestion I made to the com- 
mittee. Could we not hear from Mr. Kemp now about these salt cod?» 


H. R. Kemp, Director of Commercial Relations Division, Department of 
Trade and Commerce, called: 


The Vice-CHairMAN: Mr. Kemp, there are two recommendations that have 
been made to the committee by Mr. Zwicker who represents the Canadian 
Atlantic Salt Fish Exporters Association. The first is that the same rate of 


a 
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duty should apply on dried fish and wet fish; secondly, that the dividing line 


etween the wet and dried fish be raised to 50 per cent. Would you give to the 


committee your comments on those two recommendations? 


Mr. Isnor: Before we proceed, I wonder if Mr. Kemp would tell us as to 
whether he directly or indirectly prior to attending the Geneva conference, had 


_ received representations from the Canadian Atlantic Salt Fish Exporters? 


The WiTweEss: Yes, sir. 
Mr. Isnor: And you dealt with their brief; and did you present it along the 


_ jines they suggested? 


The Witness: No, sir. ‘We studied their brief; and I would like to give 
you an explanation of the background of the matter and what happened at 
Geneva, if I may, before discussing the two recommendations. 

Mr. Fraser: That is good enough. 

The Wirness: To begin with, Mr. Chairman, just to get the matter in 
perspective, perhaps I might say a word or two about the magnitude of the 


_ duties we are talking about. Mr. Zwicker showed the committee a very dry 


fish which weighed about four pounds. Now, if that fish—that is the driest 
one he showed us—if that fish were exported to the United States the duty 
on it would be two cents. He also showed us a fish that was not quite so dry 
as that and weighed, I would imagine, about the same amount. 


Mr. Isnor: He said it was six pounds. 


The Wirness: In that case the duty on the six-pound fish would be three 

cents. | 
Mr. JAENICKE: No, no. 

_ The Wrrness: The rate of duty on the dry is 4 cent a pound. There are 

two rates of duty involved, one is on the fish that contains less than 43 per cent 

of moisture, and the other on the fish that contains more than 43 per cent of 


- moisture. I might call them the dry fish and the wet fish. On the wet fish . 


the rate of duty at the present time is a + of a cent a pound, so that on a 


_ six-pound fish the duty would be 14 cents. 


Mr. JAENICKE: You said it was three cents. 


The Wrirness: If, however, that fish had been further dried—that is if it 
contained less than 43 per cent of moisture—the duty would be 4 cent a pound, 
making three cents duty on the whole fish. So that the difference between the 
two rates of duty as applied to this six-pound fish which was exhibited to the 
committee is the difference between three cents if it were fully dried and 14 
cents if it is wetter. 


Mr. Isnor: The one thing you do not appreciate is that if the same fish 
were dried it would not weigh the six pounds. 


The Wirness: That is right, sir. 


Mr, JAentckE: I say this, that that duty on the wet fish is 14 cents and the 
duty on the dried fish is 2 cents. 


The Wirness: If we are taking a fish that weighs six pounds in each case 
the duty on the wet fish would be 14 cents and the duty on the dried fish 
would be 3 cents. 

Now, if you further dry that fish it will weigh less than six pounds, and 
what it will weigh will depend upon how much you dry it. The duty on it 
will then be less than 3 cents, and that also depends upon how much moisture 
is left in it. If you are going to pay duty on water you obviously pay more 
duty than if you are paying duty only on fish. 


Mr. Fraser: It does not pay to have the fish dry. 
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The Wrrness: If it were very, very dry the duty on that fish in the dried 
condition might go to 2 cents as compared to 14 cents if you do not dry it. So 
that the difference between the rate of duty under the two conditions will 
probably be somewhere around 1 cent on the whole fish. 

Now, if I may put it in terms of percentage, at recent prices of fish the 
rate of duty on dried fish is approximately 3 per cent and the rate of duty on 
wet fish is approximately 2 per cent. There are very few duties in the United 
States tariff that are as low as that, unless the item is altogether free. There 
are very few rates of duty in the Canadian tariff that are as low as 3 per cent 
and 2 per cent, unless the article is completely free. The rates have been 
successively lowered, and the percentage equivalent has automatically come 
down as'a result of the rise in the price of fish during recent years. Those 
remarks are just to show the size of the difference in duty that we are talking 
about. ; 

Mr. Fraser: You mention that the duty is very low, but on account of the 
fish being sold in the south, where those fish are being shipped, the people 
down there use pesos and their money is so small and they receive so little that 
the small amount in duty would mean quite a lot to them. 


The Wirness: That is quite true. 
Mr. Fraser: We have to take that into account. 
The Wirness: Absolutely. 


Mr. Fraser: Whereas here or in the United States that amount would 
not much matter. | 

The Wirness: I do not wish to minimize the thing. An extra cent even on 
the price of a six-pound fish means a cent to them down there, and that is 
something. 

Mr. Fraser: It means a lot to them. 

The Wrrness: Now, before the Canadian delegation went to Geneva, as 
Mr. Zwicker has said, we received these briefs including his, which we studied 
carefully and discussed, as I recall it, with Mr. Zwicker himself and the other. 
members of the Fisheries Council who were here in Ottawa and talked over 
their brief. I had the privilege of being present at a meeting of the Fisheries 
Council at which a number of these briefs were discussed. We were quite aware 
of the position that was being taken by the organization. Before leaving for 
Geneva the Canadian delegation discussed quite extensively what should be 
the policy in asking for concessions on these items from the United States. 

The delegation also had before it a good many figures about the balance of 
trade between Canada and the United States. It was realized at that time that 
it would be necessary to get a good many concessions in the United States to 
permit trade to such an extent as would do us any good in the face of this situa- 
tion which was already manifest, although, of course, in the last year it has 
become even more so. 

With regard to fish, the feeling was that we ought not to turn down any 
concession we could get, but on the contrary we should ask for every concession 
we had a chance of getting. 

Now, it was necessary to decide what should be the policy with regard to — 
dry fish and wet fish. There was a brief from Mr. Zwicker’s organization rep- 
resenting the drying interests principally. There was no brief representing the 
people who were sending down the wet fish. Those people however exist and are 
very numerous. Maybe this is the point where it would help to bring in a few 
statistics, which can be put on the record if the committee so desires; and rather 
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‘than read all the figures from this table, perhaps if I just touch on the relevant 
ones here it would be sufficient. You will have the whole table before you 
when you have the printed report of the hearing. 


yx _ EXCERPTS FROM UNITED STATES STATISTICS SHOWING IMPORTS 


OF DRY AND GREEN SALTED COD INTO THE UNITED STATES 
’ (INCLUDING PUERTO RICO) 


Diy Salted (ie. not more than 43 per cent moisture ) 


TARIFF RATE 


Smoot-Hawley—lic lb. 1939 Agreement—%c lb. Geneva—3c lb. 
Imports into United States 
Year Total From Canada From Newfoundland 
Values in $1000 
jt 9 pO rat Stir ae op ee CE 150 78 25 
(fo 86 OES Sea Ens oe 286 92 151 
Rh 5 FR ot 7 fie LORE ae Seas 2 286 81 140 
WR ai A, finn he aut 862 300 528 
BRM hare Srsitini is Soe ests: oA ch 3194 724 2469 
‘a & ORDA & hla Ripa aete 7 Rea choy? 2758 1333 1416 


Green Salted (i.e. more than 43 per cent moisture). 


TARIFF RATE 


Smoot-H awley—{e lb. 1939 Agreement—%c Ib. Geneva—ic Ib. 
Imports into United States 
Year Total From Canada From Newfoundland 
Values in $1000 
PO a ee a thie tty al: 2008 893 1056 
(EN DS Saar rde Reppin in ie oh 1534 661 833. 
BRS Ree cai oe ae MP 1767 925 712 
Pea ee eer, Ses yt oe? 2085 , 1300 744 
Bia eat oa ok se 1651 1218 376 
Ds ee» Se ee ee ad Sa ~ 2653 962. 1572 


In 1937 we exported from Canada of dried fish $78,000 worth and of wet 
fish $893,000 worth. In that year, therefore, we exported about eleven times as 
much of the wet fish as we did of the dried fish. To a considerable extent these 
wet fish come from the Gaspe and New Brunswick. The producers did not send 
in briefs, but they nevertheless were interested in this business, and they had a 


big business on which they were interested in getting concessions. 


In 1938, of dry fish we exported $92,000, and of wet fish $661,000; the wet 


_ fish were worth about seven times as much as the dry fish, 


In 1989 we exported dry fish valued at $81,000 and wet fish valued at 
$925,000—between eleven and twelve times as much of the wet fish as of the 
dry fish. 1939 was the last pre-war year. 

In 1941 we exported $300,000 worth of dry fish, and $1,300,000 worth of 
wet fish. That is something over four times as much. 

In 1943 we exported $724,000 worth of dry fish and $1,218,000 worth of 
wet fish. The ratio was going down, but the wet fish still represented a very 
much larger amount than the dry. | 

Now, we come to the year 1947. We did not have these figures in Geneva 
because the negotiations took place around June 1947, before the year was over. 
In 1947 we exported $1,333,000 of dried fish and $962,000 of wet fish. So in 
1947 for the first time in this series of years the exports of dry fish exceeded in 
value the export of the wet fish. But on the pre-war figures, which formed the 
basis of most of the discussions, as you will notice, we were exporting from 
seven to twelve times as much of the wet fish as we were of the dry fish. And 
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the feeling was that it was necessary to take account not only of the dry fish 
interests which were represented in the brief referred to, but also of the interests 
of those who were shipping the wet fish, even though they had not put in a brief 
to support their interests. ; 

There was also a third interest involved in Geneva, and that 1s the interest 
of the Newfoundland people. We could not go to Geneva and ask our American 
friends to give us a concession on this amount of dry fish in which we have an 
interest, but not to give any concession to the Newfoundlanders on the wet fish 
in which they have an interest. That would obviously have been impossible. 
The Newfoundlanders wanted this concession and were recognized by the United 
States as having an equal right with ourselves to negotiate for it. 

We have here, for example, published material prepared by the United 
States Tariff Commission on this subject. -In it they recognize Canada as the 
negotiating country for the dry fish, while for the wet fish they recognize both 
Canada and the United Kingdom in the right of Newfoundland on an equal 
footing. Even if we had not made a request on this matter, the wet fish conces- 
sion would in ‘all probability have been made to Newfoundland. Newfoundland 
is a country without very much variety of exports. There is no doubt that the 
United, States authorities would have wanted to do something for them. There 
are not very many things on which they could do anything that would be helpful 
to Newfoundland. We have strong reason to believe that they had Newfound- 
land interests in mind just as much as ours in making this particular concession. 


By Mr. Isnor: 


Q. If two parties are making a bargain you would be particularly interested 
in something you wanted for your country and not the other countries, would 
you not?—A. That is right, sir. 

Q. Now, in the case of fish, the New England fishing concerns require the 
wet fish, and there is already an established market and demand; therefore, I 
would think that you would concentrate on the dried fish?—A. Well, we did, 
sir, in this sense, that we asked our American friends for the biggest concession 
they could possibly give us on both these items. 


Q. My point is that the wet fish market was established, and therefore’ 


there is no need to stress the wet fish market; but there was not as far as dried 
fish were concerned and that is where you should have got greater concessions.— 
A. Well, sir, we did our best on the dried fish end; but we did not feel, in view 
of the general position of Canada with regard to its whole balance of trade 
position with the United States, that we could afford to pass up making a 
request on behalf of the wet fish interests, which on the basis of pre-war figures 
represented ten or twelve times as much trade as the dry fish, important as the 
dry fish interests were recognized to be. May I now pass on? 


By Mr. Black: 


Q. Before you pass on I should like to get confirmation of the change in 
the duty if Mr. Zwicker’s representations were acted on. What was the original 
duty under the Smoot-Hawley tariff on the dry fish and what was it when you 
started negotiations, and what would it be if it were reduced to the same as the 
wet fish?—A. Under the Smoot-Hawley tariff the duty on the dry fish was 14 
cents a pound. This was reduced by the 1938 agreement to 3 of a cent a pound. 
That is half of what it was under the Smoot-Hawley tariff. At Geneva it was 
reduced from % to 4a cent a pound, which was not the maximum cut they could 
have made but was a substantial cut. 


Q. Mr. Zwicker requested that it be reduced from 4 to 4 as one of his 
requests?—A. Yes. Perhaps I had better give you green salted rates parallel 


with those. Under the Smoot-Hawley tariff the rate was 3 of a cent a pound. 


a. eee ne nae 
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In the 1938 agreement it was reduced to 3, being half of the former rate, and 
at Geneva it was reduced to +. The powers of the president at Geneva were, 
as you know, limited to a 50 per cent cut in the rate of duty existing on January 
1, 1945. The rate of duty on dry salted at that time was g of a cent a pound, 
so that he could not have reduced that to 4+ of a cent a pound even if he had 
wanted to do so. Furthermore he could not have changed the boundary line 
from 43 per cent moisture content to some other amount if it would have had 
‘the result of reducing the rate of duty on some fish from 3 of a cent a pound 
to 4 of a cent a pound. He was, to that extent, obliged to leave the boundary 
line where it was. 

Q. That is as I understood it, but Mr. Zwicker did not make it clear to me. 

Mr, Isnor: What do you mean by that? 

Mr. Buacx: Well, more than a 50 per cent reduction. If the duty is reduced 
to the wet fish level there is more than a 50 per cent reduction. 

The Witness: Yes, that is true. 

Mr. Isnor: But apart from that Mr. Zwicker’s representation is to endeavour 
to bring it down. That is all it is. 

Mr. Buack: I understand that. 

The Wrrness: As I understand it Mr. Zwicker’s representations to the 
committee today are not by way of criticism of what was done in Geneva so much 
as a suggestion to the committee, and to future negotiators on behalf of Canada, 
whoever, they may be, as to what ought to be done in the future if we get 
another opportunity to negotiate with the United States on the fish question. 

Mr. Buack: I am in sympathy with what Mr. Zwicker wants but I want to 
understand the basis of it. , 

The Witness: I think we should say on behalf of the negotiators that this is 
. a useful representation because it puts it very clearly on the record what this 
industry would like to have done, assuming that the question comes up again for 
negotiation at a future date. Now, it is not known what the position may be 
when that happens. No doubt when the subject comes up to be discussed again 
Newfoundland will still have an interest. It is very likely that both Newfound- 
land and Canada may be interested in further concessions on the items which are 
of chief importance to them. That remains to be seen. A very happy solution 
of the whole problem would be, if it were possible, for the United States at some: 
time in the future to decide to take the duty completely off both kinds of fish. 
That would wipe out the distinction between the two, and it would be very helpful 
to both Canada and Newfoundland. The United States negotiators could not 
have done that at Geneva because they had no power to transfer anything from. 
the dutiable to the free list: but it is conceivable that some such possibility 
might exist at some time in the future. I think perhaps that is all I can say as 
a general statement. It may be there are questions. . 


By the Vice-Chairman: : 

Q. Mr. Zwicker did not say anything like this, but is it not a fact that as 
a consequence of the Geneva agreement the discrimination is worse than it was 
before?—A. It remains the same, sir. The difference between the two rates of 
duty before Geneva was 4 of a cent, and at Geneva they were both brought 
down by # of a cent, so that the difference between the two still continues to be 
+ of a cent a pound. 

Q. If you take 4 cent off a smaller amount it is bound to reduce it more 
than the other—A. The duties before Geneva were 3 and 3. Now they have 
become % and *. 

Q. Exactly —A. So that the difference between the two rates was + of a 
cent a pound before Geneva and it is still $ of a cent a pound. 
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Q. Yes, but the differential between the two is not the same as 4 to $.—A. 
Putting it on a percentage basis, you mean, as a percentage of the value— 

Q. If you reduce an article which is selling at 3 cents by 1 cent and you 
reduce another article which is selling at 5 cents by 1 cent the differential will 
be worse on a percentage basis? A reduction of 1 cent on a 3 cent item would 
represent 33 per cent whereas if you reduce a 5 cent article by 1 cent you will 
have only a 20 per cent reduction.—A. That is perfectly true. 

Q. Therefore the discrimination is worse than it was before—A. If you 
wish to calculate it on that basis, sir; the arithmetic is perfectly correct. 

Mr. Isnor: That is the point Mr. Zwicker endeavoured to bring out. 

The Vicke-CHarrMAN: Are there any other questions of Mr. Kemp? 


Mr. Fraser: When Mr. Zwicker was giving evidence he gave us the price 
of a fish. I think he said 10 cents a pound. 


Mr. Zwicker: For the heavy wet fish. . 
Mr. Fraser: What about the dry fish? Did you give us the figure on that? 
Mr. Zwicker: I was not asked. 

Mr. Fraser: I am asking now. 

Mr. Zwicker: Export price, f.o.b. export price? 


Mr. Fraser: What is the other price, the 10 cent price? Is that export 
or at the plant? 


Mr. Zwicker: That would be at the plant. 

Mr. Fraser: Then give us the price on the dry fish at the plant. 
Mr. Zwicker: About 16 cents roughly. : 

Mr. Fraser: 16 cents a pound? 

Mr. Zwicker: Average, yes. 


By Mr. Isnor: 


Q. Mr. Kemp, the power vested in the representative of the United States 
was that he could not cut more than 50 per cent. Is that it?—A. Right. 

@. I think we have a similar situation back in 1920 when there was a change 
made, and Congress then took the power, or the president was authorized by 
Congress to make a greater reduction than was permissible by the law at that 
time. Would it be possible to bring anything like that about by continued 
negotiations?—A. I am glad you have brought that point up because I neglected 
to cover it in what I said before. The powers that were given to the president 
on the latest extension of the Reciprocal Trade Agreement Act were to cut the 
rate of duty by not more than 50 per cent of the amount that it was on the 
1st of January, 1945. The president has now exercised those powers, as we 
understand. He has not in every case cut the duty by 50 per cent. He has 
not in this case, for example, but he has nevertheless completed an exercise 
‘of his powers under that arrangement. Assuming that we went back to the 
United States and asked them to consider a further cut on this item, as we 
understand it, the United States law would require the president to go through 
all the prescribed formalities from the beginning. He would have to advertise 
his intention to negotiate again. He would have to allow a period of 30 days 
notice. He would then have to hold public hearings at which all people 
concerned would have the right to appear, and finally he would then have 
to conduct negotiations with the other country concerned. All of this would 
take a good deal of time which is obviously not available before the probable 
close of the present session of Congress. Therefore he would probably not 
be able, using the powers which he has under the existing law, to complete 
any further negotiations before the time when Congress is likely to end its 
_ proceedings. 
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_ Could action be taken under treaty procedure? There are only two methods 
of negotiating in such a case: either by the use of the presidential powers or 
_ through a treaty made under the authority of Congress. It is prefectly possible 
_ from the legal and constitutional point of view that the treaty procedure might 
__ be followed: although we believe that Congress has so heavy a program for 
_ the present session that it is not very likely that they would be able to find 
time for any further trade negotiations during the present session or, indeed, 
during the present year. 

Q. Would it be possible to bring in a change if Newfoundland was agreeable 
to the position as advanced by Canada?—A. It would depend upon what either 
the president or Congress might be willing to do. I should have added that 
_ the president’s powers under the Reciprocal Trade Agreement Act. will lapse 
on the 12th of June of this year unless before that time Congress shall have 
_ taken action to extend them. 


By Mr. Fraser: 
: Q. In this country all we need is an order in council to change it—A. That 
is right. | | 

a @. And dated back if we want to—A. That is right. Of course, Congress 
_ also has the constitutional power to date anything back, but so far as the 
president’s powers are concerned they are circumscribed by the existing law. 


By Mr. Black: 
@. What he has already done continues effective though?—A. Yes, sir. 
| Mr. Fraser: Here we can have an order in council go through and next 
- day a countermanding order in council. 
. Mr. Isnor: You mean to say you wish to show how lucky we are in that 
respect? 
The Wirness: I am not sure whether a countermanding order could be 
made in this case because I understand that while a duty can be reduced by 
_ order in council it cannot be increased by order in council. I am not an 
authority on that point. . 
| Mr. Fraser: I think Mr. Deutsch said it could not be increased. 

Mr. DrurscH: Could not be increased. 7 

The Vice-CHairMANn: Are there any more questions, gentlemen? Thank 
you very much Mr. Kemp. Gentlemen, Mr. Penney of the Salmon Canners 
_ Operating Association will be available to us on Thursday night, if it is agreeable 
_ to the committee to adjourn the meeting until then. 
Mr. Fraser: I move we adjourn. 
Mr. Isnor: Before we adjourn, in the meantime Mr. Penney has suggested 
_ that we might pass around the brief. Is that right? 

Mr. Penney: I have not them to pass around. That is the point. I will 
have them tomorrow. 

‘The Vicre-CuHairMAN: Gentlemen, there is a further matter. It has been 

brought to my attention that Tuesday night next is the budget night <so we will 

. not be able to hear Mr. Oakley then. We will communicate with him and ask 
him to be here on Thursday. 
Mr. Fraspr: Mr. Penney said he will have the brief tomorrow. Wil] they 
_ be distributed to members of the committee tomorrow? 
The Vick-CHamrMAN: If the committee so wishes. 
Mr. Buackmorr: Is that this coming Thursday? 
The Vicg-CHairman: Mr. Oakley the following Thursday and Mr. Penney 
this Thursday. May I suggest that Mr. Penney give copies of his brief to the 


clerk of the committee who will look after the distribution. The meeting is 
adjourned. 
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MINUTES OF PROCEEDINGS 
Houser or Commons, Room 430, 


Tuurspay, May 13, 1948. 


The Standing Committee on Banking and Commerce met at 8.30 o’clock 
p.m. Mr. G. Edouard Rinfret, Vice-Chairman, presided. 


Members present: Messrs. Abbott, Argue, Black (Cumberland), Breithaupt, 


Dionne (Beauce), Fraser, Gour (Russell), Hazen, Irvine, Isnor, Jaenicke, Low, 


Macdonnell (Muskoka-Ontario), Marquis, Michaud, Pinard, Quelch, Rinfret, 
Smith (York North), Timmins. 


In attendance: Mr. Clare D. Penney and Mr. Angus C. Findlay, Vaucouver, 
B.C., representing Salmon Canners’ Operating Committee; Miss F. Lobe, of 
Fisheries Council of Canada; Mr. H. B. McKinnon, Chairman of the Tariff 
Board, Mr. W. J. Callaghan, Commissioner of Tariffs; Mr. R. Cousineau, of the 


_ Tariff Board; Mr. J. J. Deutsch, Director of the Economic Relations Division, 


Department of Finance; Mr. Hubert R. Kemp, Director of Commercial Relations 
Division, Mr. Louis Couillard, Commercial Relations and Foreign Tariffs, 


_ Mr. A. L. Neale and Mr. G. C. Cowper, of the Department of Trade and 


Commerce. 


In opening the proceedings the Vice-Chairman informed the Committee 
that Bill 220, An Act to amend the Loan Companies Act had been referred to 
the Committee. After some discussion, it was agreed that the Committee would 
proceed with the study of the said Bill on Thursday, May 27, 1948. 


Whereupon, Mr. Jaenicke gave notice of an amendment he would propose 
when the Committee consider the said Bill. (Terms of the said amendment appear 
mm today’s Minutes of Evidence). 


Mr. C. D. Penney was called. The witness presented a brief on behalf of 
Salmon Canners’ Operating Committee, and was questioned thereon. 


Mr. H. R. Kemp, of the Department of Trade and Commerce, was called 
in relation to the said brief. 


Mr. J. J. Deutsch, of the Department of Finance, was also called to clarify 
certain points arising out of the discussion pertaining to Mr. Penney’s deposition. 


Mr. Sinclair, M.P. (Vancouver North), by unanimous consent, was per- 
mitted to ask certain questions of the witnesses. 


Further discussion took place concerning future sittings. It was finally 
agreed that the Committee would meet at 4.00 o’clock p.m., Tuesday, May 18, 
and again at 10.30 o'clock a.m., 4.00 o’clock p.m., and 8.30 o’clock: p.m., on 
Thursday, May 20, 1948. 


At 10.30 o’clock p.m., on motion of Mr. Marquis, the Committee adjourned 
to meet again next Tuesday, May 18. 


ANTOINE CHASSE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Housr or Commons, 
May 138, 1948. 


The Standing Committee on Banking and Commerce met this day at 8.30 
p.m. The Vice-Chairman, Mr. E. Rinfret, presided. 


The Vick-CHaIRMAN: Gentlemen, shall we come to order? 
There has been referred to us Bill No. 220, the Loans Companies Act. I 
understand that Mr. Jaenicke would like to make a suggestion. 


Mr. JamNickE: Yes, Mr. Chairman. We are not going into it tonight but 
I would like to propose an amendment to some sections of the act pertaining 
to the amendments proposed and to be found in the bill before us, and I should 
like to put in my amendment tonight so that it could be printed in our proceedings 
and then the members could have in their hands before our next sitting. [| 
therefore move, seconded by Mr. Argue:— 


1. That the Loan Companies Act, Chapter 28, of the revised Statutes of 
Canada 1927 and amendments thereto be amended by inserting the following 
section between Sections 25 and 26 of the said Act:— | 


254. (1) Any member of a company who complains that the affairs 
of the company are being conducted not with a view to the interest of the 
whole body of members, but in a manner oppressive to some part of 
them (including himself), may make an application to the court by 
petition for an order under this section. 

(2) If on any such petition the court is of opinion 

(a) that the company’s affairs are being conducted as aforesaid; and 

(6) that to wind up the company would unfairly prejudice that 

part of the members, but otherwise the facts would justify the 
making of a winding up order on the ground that it was just 
and equitable that the company should be wound up; 


the court may, with a view to bringing to an end the matters complained 

_ of, make such order as it thinks fit, whether for regulating the conduct 
of the company’s affairs in future, or for the purchase of the petitioner’s 
shares by other members of the company, or for the surrender and can- 
cellation of the petitioner’s shares and the reduction accordingly of the 
company’s capital, or otherwise. 

(3) Where an order under this section makes any alteration in or 
addition to any company’s memorandum or articles, then notwithstanding 
anything in the principal Act but subject to the provisions of the order 
the company concerned shall not have power without the leave of the 
court to make any further alteration in or addition to the memorandum 
or articles inconsistent with the provisions of the order; but, subject to 
the foregoing provisions of this subsection, the alterations or additions 
made by the order shall be of the same effect as if duly made by resolu- 
tion of the company and the principal Act shall apply to the memorandum 
or articles as so altered or added to accordingly. 

(4) Any order under this section altering or adding to, or giving 
leave to alter or add to, a company’s memorandum or articles shall, 
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within fourteen days after the making thereof, be delivered by the com- aK. 


pany to the Superintendent of Insurance for registration. 

(5) The term “court” mentioned in this section shall mean the 
court as defined in the Companies Act in Chapter 27 of the revised 
Statutes of Canada 1927. 


2 That the subsection 4 of Section 30 of the said Act be amended by 
inserting between the words “thereof” and “be” in the fourth line of the said 
subsection the following words: ‘Subject to the consent of the Minister”’. 


3. By further amending the said Section 30 by adding thereto subparagraph 


9 as follows:— 


9. The foregoing provisions contained in subsections 1 to 8 hereof 
shall not take effect until the Minister has given his consent thereto in 
accordance with the following provisions:— 


(a) After the company has complied with the provisions of subsections 
1, 2, 3, and 4 hereof, the directors shall give notice to the Superin- 
tendent of Insurance of the shares to be forfeited stating the name 
and address of the shareholder, the amount of shares alloted to him, 
the dates and amounts of the calls made thereon, and the amount paid 
thereon; 

(b) The Superintendent of Insurance shall submit such report, together 
with such other facts pertaining to the company, to the minister; 

(c) The Minister may cause such inquiries to be made as he deems 
advisable and just, and he may give his refusal or consent to such 
forfeiture, and if the company is not indebted to the public, may 
order the company to issue a fully paid up share or shares to the 
shareholder in default, for such amount, not exceeding the amount 
actually paid thereon, as to him may seem just and proper. 


Mr. Irvine: When would these be likely to be put, will they be out before 
the bill comes up? 

The Vicr-CHAIRMAN: That is the next thing I wanted to bring to the 
attention of the committee. I am afraid that Mr. Deutsch and Mr. McKinnon 
will not be able to attend our meetings on the 25th, the 26th and the 27th, so 
I was going to suggest to the committee that we take this bill up on the 27th. 
By that time I am sure the printing will be out and we will have notice of it. 


If that is agreeable to the committee I will advise the persons interested to 


come. Is that agreeable to the committee? 
Agreed. 


Mr. Fraser: We are all in the dark as to this amendment. 


The Vice-CHAmman: We have not considered this bill at all. It is only 
intended to introduce the amendment which has just been handed in. We are 
not going on with it at all, it is just for the information of the committee. 


Mr. Isnor: If it is not likely that we will have the copies printed before 
our next sitting I would suggest that you arrange to have run off a sufficient 
number of mimeographed copies for the immediate use of members of the 
committee. | 

The Vice-CHaAirMAN: If we find that the printed copies will not be available 
we will arrange to do that. 

Now, gentlemen, we have Mr. Penney here. He is representing the Salmon 
Canners’ Operating Committee of British Columbia, and I think he has a brief 
to present to the committee, copies of which have already been distributed. 
Mr. Penney. 
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Clare D. Penney, representing the Salmon Canners’ Operating Com- 
mittee of British Columbia, called: 


The Vice-CHAIRMAN: I was going to suggest to Mr. Penney that he could 
either explain the contents of the brief to us or could read the brief, as he prefers, 
then he will be subjected to your questioning. 
| The Wirness: Gentlemen, on behalf of the Salmon Canners’ Operating 
Committee I thank you very much for the opportunity of appearing before you 
tonight and presenting this brief to you which primarily has to do with the 
requests that were made in 1946, in connection with the Geneva Conference. 
I would not like to explain the brief, but if it is in order I would rather read 
it to you. Before commencing to read it I may say that it is not in any way 
the intent of the Salmon Canners’ Operating Committee to complain too bitterly 
about what happened in Geneva. It is certain that under conditions of 
negotiations of such world-wide importance that everyone could not be satisfied. 
However, we felt within the scope of our interests we ought to follow the matter 
up further. The brief reads as follows:— 


House of Commons Standing Committee on Banking and Commerce. 


GENTLEMEN: 


The general agreement on tariffs and trade resulting from the Geneva 
Conference on trade and employment, which has been referred to your committee 
for consideration and report, contains provisions adversely affecting the British 
Columbia salmon canning industry. To these we desire to draw attention with 
a view to amendment. 

Your committee is hereby informed that in anticipation of the Geneva 
Conference, the industry was invited by the Trade and Commerce Committee, 
with Hon. H. B. MacKinnon as chairman, to make a written submission of its 
views on the probable impact on its operations of suggested tariff changes, with 
particular reference to the contemplated weakening of the imperial preference 
system. The response of the industry was made in a brief dated February 15, 
1946, the argument of which can be thus summarized: 

1. The industry is an important one. It employs very large capital, gives 
employment directly or indirectly to tens of thousands, expends millions annually 
in services and supplies, and produces a large volume of essential foodstuffs for 
the domestic and export trade. 

2. The industry adheres to an invariable policy of co-operation with the 
government of Canada in everything designed to promote the national welfare 
and the well-being of the workers. It does not in principle offer any opposition 
to a general breakdown of trade barriers. 

3. The legislative frame within which the industry works, however, is more 
restrictive and cost-imposing than that of any of its foreign competitors. 
Legislation deemed by the parliament of Canada to be in the national interest 
imposes on the industry the highest production costs of any fishery in the world 
and quite impairs its ability to compete on equal terms in the world’s open 
competitive markets. 

4. Specifically, the salmon canning industries of Alaska, Oregon, Japan and 
Soviet Russia are permitted to make use of trapnets and thereby to reduce, not 
only the cost of fishing, but the cost of shore processing as well. The costs of 
American producers were given as 83-34 per cent of net sale value in The Pacific 
Fisherman of January 1946, whereas the costs of British Columbia producers, 
debarred by law from the use of fishtraps, were shown to be 92:70 per cent 
of net sale value. The comparative costs of Asiatic competitors are not so 
readily ascertainable, but it can be stated with full assurance that their wage 
and other costs are the lowest in the world. 
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5. Moreover, the industry’s competitors enjoy distinct marketing advantages . 
which make the legislative restrictions on its own operations still more onerous. 
About 90 per cent of the United States pack is sold in its domestic market 
presently at much higher than Canadian prices. T he other 10 per cent which is 
exported is generally more than half the entire Canadian pack and not infre- 
quently two-thirds of the entire Canadian export surplus. The profitable disposal 
at high prices of 90 per cent of their pack enables American producers to dispose 
of the other 10 per cent at any prices which may be obtainable in the export 
market. Canada does not start with such a market advantage and therefore 
finds it difficult to meet such competition. ; 

In pre-war years only some 5 per cent of the Asiatic pack was sold in its 
domestic market. The rest was exported, principally to the United Kingdom, 
in competition with the Canadian and United States packs. From 1926 until 
the outbreak of war on the Pacific, Asiatic competition was seriously injurious 
im all markets. It drove the higher-cost Canadian product from practically 
all non-empire countries. Empire markets were only precariously held by grace 
of the British imperial preference system. 3 

Even in the empire markets which were thus saved from extinction by empire. 
preferences, the industry sustained a serious collapse of prices which made 
profitable operation impossible over a period of many years. This fact was fully 
established to the satisfaction of the finance department in ascertaining the 
industry’s standard profits for excess profits tax purposes. 

6. Inasmuch as the continued welfare of the industry is as much the concern 
of government as it is of the operators, and inasmuch as government must assume 
responsibility for the consequences of restrictive legislation deemed to be in the 
general interest, the brief of February 1946 urged that the empire preferences 
be retained intact, or that satisfactory reciprocal concessions be obtained, or 
that government find other means of coping with the industry’s marketing 
difficulties. 


THe PRESENT POSITION 


These reasonable submissions of a government-hampered industry seem to 
have been ineffectual in achieving their purpose. The General Agreement 
concluded at Geneva, provides for an extremely serious reduction in empire 
preferences, and does not secure a single reciprocal concession. The agreement 
deprives the industry of its few remaining outlets provided by the imperial 
preference system, and it does not provide any new outlet in any part of the 
world. 

Consider the important concessions obtained by Canada’s competitors in 
Canada’s preferred markets. In the United Kingdom, the empire preference has 
been slashed by 50 per cent; in Australia by 50 per cent; in New Zealand by 
40 per cent; and in the British Colonies by 25 per cent. Doubtless these very 
substantial gains are gratifying to United States, Japan and Soviet Russia who 
surrendered nothing to get them. They are correspondingly disheartening to 
the operators of one of Canada’s most important basic industries who have 
“received nothing in return. 

Had this reduced scale of preferences been in force during the 1930’s, the — 
industry could not have retained its precarious hold on the empire markets and 
would have been forced out of existence. Prices in the preferred markets during 
that period barely sufficed to pay actual expenses with no profit margin. 

The industry is now therefore face to face with the situation contemplated in 
the 1946 brief when it warned: ‘If the government gives its consent to a weaken- 
ing of the empire preference system, it must logically help the industry to face 
the consequences”. 7 

The government has given its consent to a serious weakening of the empire 
preferences and the industry therefore calls upon the government for effective 
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help to meet its present difficulties, and it begs leave to suggest what form that 
help should take. | 

There are obvious and grave objections to all forms of state-aided marketing 
schemes involving subsidized below-cost sales. Such schemes leave the real 
problem unsolved and impose unwarranted costs on other industries and other 
taxpayers. Notwithstanding, however, the grave objections to this form of 
assistance, it will become necessary if other remedies are not found. 

The easiest and most satisfactory remedy for the situation which has now 
developed would be to bring pressure on the United States authorities to adhere 
strictly to the spirit and purpose of the Geneva Agreement. The United States 
took the lead in calling the Geneva Conference and it was the most insistent of 
all countries in calling for drastic reductions in the imperial preferences. It 
did not avow its purpose to break down tariffs in other countries whilst retaining 
its own intact. Its avowed purpose was to give as well as take, and thus do its 
full part in restoring world trade. | 

If in determining tariff arrangements with Canada, United States repre- 
sentatives were by any possibility influenced by fear of the potential menace 
of Russian competition, they have every reason to reconsider their position. It 
should be pointed out that Russia operates a state-owned non-price industrial 
system against which tariff walls are hopelessly ineffectual protection. 

The effect of the Geneva Agreements has been the sacrifice of the principal 
markets of the canned salmon industry without obtaining reciprocal concession 
of a market in the United States. If the loss of empire markets had been com- 
pensated by the gain of the United States market, the industry would not now be 
anxiously concerned about the problems of today and tomorrow. 

The reasons given for the non-inclusions of canned salmon in a number of 


United States tariff reductions are neither accurate nor logical. The reasons 
given are:— 


| 


This (concession) does not apply to canned salmon, of which the 
United States ordinarily has a large export surplus, where the duty is 
bound at the existing rate of 25 per cent ad. valorem. 


Tt is not accurate to describe the United States export surplus as large in 
terms of total production. It has seldom exceeded 10 per cent even in years of 
heavy production. In many years there has been no export surplus at all. 

It is not logical for producers of American canned salmon to claim an 
exclusive American market for the bulk of their pack and free entry into foreign 
markets for the surplus, while denying the same privilege to their Canadian 
competitors. If the canned salmon producing states are entitled to tariff protec- 
tion in all the states of the American union, then Canada as the only British pro- 
__ ducer of canned salmon is equally entitled to tariff protection in all the countries 
_ of the British commonwealth. . 

The American representatives did not stop at depriving an empire country 
of its cherished empire markets without providing alternatives, they went so far 
_, 4s to readjust their tariffs with intent to deprive Canadian canneries of Canada- 
caught raw fish supplies. Taking advantage of their Geneva gains and of their 
- normal cost-advantage, they lowered the United States tariff on Canadian raw 
_ fish for canning purposes in a well conceived effort to divert it from Canadian 
to American canneries to be processed. Taking the short view, the Americans 
thus scored a tariff victory. Taking the long view, time may demonstrate that 
it would have been to their ultimate advantage to raze their own tariff wall to 
the ground. 
If American canners are able to take Canadian raw salmon which is the raw 
material of the Canadian canners away from Canada, they would only have to 
pay the duty on entry into the United States of this raw salmon of the equivalent 
of thirty-seven cents per case of canned salmon. 
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On the other hand if the Canadian canner using Canadian raw salmon, sup- 


plies and labor, tries to export his finished product, canned salmon, to the United — 


States the duty on this finished article will vary from three dollars and thirty- 
seven cents per case to six dollars and twenty-five cents per case. This is based 
on ruling Canadian prices at the United States duty rates of twenty five percent 
ad valorem. 


The Canadian canned salmon industry is by no means the only industry 


adversely affected by the unscaleable United States tariff wall which was 
ineffectually dealt with at Geneva. A trenchant leading article in the Financial 
Post of Toronto dated May 1, 1948, says: 

Unless Canada can quickly and substantially increase her exports to 
the United States, this country faces most drastic and painful readjust- 
ment in the near future. That readjustment might easily involve a con- 
siderable drop in our present standard of living and a sharp exodus of our 
young people to the United States. 


Similarly, Hon. Douglas Abbott, Minister of Finance, addressed an important 
gathering of American business men on May 4, 1948. He warned his audience 
of the imperative necessity to buy more Canadian goods in view of the fact that 
Canadians were buying twice as much from the United States as United States 
was buying from Canada. Such a trade position was a peril to both countries. 
The British Columbia canned salmon industry therefore points out to your 
committee that in many important respects its interests are identical with the 
highest possible conception of national interests. It seeks free entry into the 
United States as much for Canada as for itself, as one sure means of re-adjusting 
some part of the adverse balance of Canadian-United States trade. Moreover 
in seeking to become self-reliant in a free competitive world, it is also seeking an 
effectual means of avoiding the necessity for taxpayer support on the one hand, 
or of reducing the living standards of fishery workers on the other. It asks 
nothing that cannot be Justified on public service grounds. é 
In the foregoing, nothing has been said of the emergence of Soviet Russia as 
a comparatively new competitive giant in the canned salmon field. Dispensing 
as it does with a cost and price system in state operated fisheries, Soviet Russia 
ean, if she wishes, under-cut all countries adhering to a price system. _ Soviet 
Russia owns and operates some of the richest fisheries in the world. It has avail- 
able unlimited supplies of the cheapest forced labour, and it has fishing facilities 
second to none. In dealing with the reasc iable requests of the British Columbia 
canned salmon industry for better production and marketing facilities, your com- 
mittee might well ponder the significance of the following statement of Dr. 
W. M. Chapman, Director, School of Fisheries, University of Washington: 
To the best of my knowledge, Russia has the largest and most efficient 
fleet of mother fishing ships in the world. . 
The men who have invested over $40 millions in a useful but hazardous enter- 
prise and who are more restricted in their productive facilities than any of their 
competitors, are entitled to call upon the government of Canada for larger liberty 
and larger markets. 


All of which is respectfully submitted. 


Signed on behalf of all members of the Salmon 
Canners’ Operating Committee. 


S. M. ROSENBERG, Chairman 


The Vicn-CHAIRMAN: Now, Mr. Penney, are there any further remarks 
that you would care to make in support of this brief? 
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_ The Wrirness: I think not, Mr. Chairman. I think it covers matters more 
thoroughly than I could. 


The Vick-CHAIRMAN: Are there any questions of Mr. Penney? 


By Mr. Isnor: 


Q. First, I would like to compliment Mr. Penney on this very fine brief 
he has prepared and submitted to us. In regard to the brief itself he mentioned 
that the money invested in the industry was upwards of $40,000,000. What 
is your total employment?—A. I would just say in the plant alone in the 
neighbourhood of 9,000 men. That does not include the fishing fleet. 

Mr. Low: Could you estimate the number included in the fishing fleet? 


The Wirness: That would be very difficult. I would attempt to if you 
wish me to. | 


Mr. Low: Yes. 


The Wirness: Say possibly upwards of 20,000 men, I think, actively 
engaged. 


By Mr. Fraser: 


Q. That includes the 9,000 in the plants?—A. Yes. 

Q. Not additional?—A. In total, 20,000, I would say. 

Q. In the fleet?—A. No, altogether; I would say, gentlemen, that that is a 
very hard figure to give accurately. I am just trying to get as close as possible 
to it. 

Q. Within 1,000 people engaged?—A. I would be that, I would think. 


By Mr. Isnor: 


@. How does your cost of production today compare with the cost of 
production in 1938?—A. Well, I could best answer that by saying that every- 
thing that goes into the cost of pack today from the cost of the can to the label 
that is around the can and the raw product and the labour involved in doing 
it has advanced in some instances as high as 100 per cent. I cannot tell you 
accurately. 

@. I understood you to say that the Department of National Revenue took 
into consideration your excess profit taxes. In arriving at that did they take the 
basic years, 1936, 1937 and 1938?—-A. No, they did not regard those as basic years 
so they went back to the 1920’s—1927-8 and 9, I believe; because I think there 
was not a salmon cannery in Canada that made any money in the 30’s. 

@. What about those years you mentioned, 1986, 7 and 8?—A. As I said, 
in the over-all picture they did not make any money in the 30’s. I would like 
to make that statement. 

Q. Did that apply all the way through?—A. It applied all the way through 
the trade. They certainly did not make any profit as compared to capital 
invested. In other words the Finance Department did not consider it fair to 
take those years for fixing our standard profits. 

@. And they increased your standard profit?—A. Yes. 

(. Coming back to my other question, cost’ of production. Your answer 
referred to the increased cost of materials that entered into packing, but how 
would the percentage compare?—A. The percentage of profit or percentage 
of cost? 

®. Percentage of cost-——A. I am afraid I could not answer that. 

q. Perhaps it is not fair to ask my next question which is how would it 
compare in 1942 and 1943 to the 1930’s?—A. I would say, without having the 
figure in mind, that our net profit in 1942 and 1943 was better than in the 1930’s 
beeatise there is every possibility that in the 1930’s there was no net profit. 
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Mr. Timmins: What preference did the industry lose at Geneva, in so far 
as the United Kingdom was concerned? 

The Wrrness: The preference was cut percentagewise in the United King- 
dom by 50 per cent. That is the preference itself was 50 per cent less than it was 
before. The Australian preference was also reduced 50 per cent—both of those 
countries are the largest salmon consuming countries within the empire. New 
Zealand was also cut 40 per cent and most of the other colonies were cut to 
25 per cent. 


By Mr. Jaemcke: 

Q. You mean the margin was cut?—A. Yes. 

Q. The duty is free into the United Kingdom? There is no duty on 
Canadian canned salmon?—A. I do not think that is correct, I think there is 
a duty. 

Q. On page 1022 of Foregn Trade it says “the product remains free of duty 
from Canada but the margin was cut from 10 per cent to 5 per cent——A. Then 
you are correct, it was the margin that was reduced. 


Mr. Isnor: Your answer in either case was the duty was cut 50 per cent. 
The Witness: No, the preference was cut. 

Mr. JAmNICKE: There is no duty from Canada into the United Kingdom. 
Mr. Isnor: Is there any duty on any type of canned fish? 

The Witness: Where— | 

Mr. JaENIcKE: He is complaining of the loss of the British preference. 


Mr. Isnor: There was no duty at any time prior to the Geneva Trade 
agreement. 


The Wirness: I am sorry, I cannot answer that. 
Mr. Timmins: What do you mean by margin? 


Mr. McKinnon: Mr. Kemp will give the detail. The duty is different in 
each country. Some duties are specific, some are ad valorem, but Mr. Kemp will 
vive the duty in each case—in the United Kingdom, New Zealand, Australia, 
and the colonies. 

Mr. JaenicKe: What is the value in dollars of the Canadian canned fish 
product last year, and what was it in 1938? Can you give the figures for those 
two years? 

The Witness: It varies so much, not only according to price fluctuations 
but because of the different species of fish. I would have to look up the 
statistics and I would not hazard a guess. I could give you a generalized idea 
of the pack—and I could give those figures now—but as to the volume in dollars 
I would not hazard a guess because every year is different. Even if you take 
the same number of cases of fish on the same market you would get a different 
value because of the different quantity of each species of fish packed. 


By Mr: Hazen: 

Q. What do you spend annually in the way of services and supplies? 
You state in your brief in the first paragraph “it employs very large capital, 
gives employment directly or indirectly to tens of thousands, and expends 
millions annually in services and supplies—” and I was going to ask how large 
that figure is?—A. That is a matter of individual company record which would 
be very hard for me to answer. Each operating company would keep its own 
records of the costs of its supplies and I am afraid that would be something 
not readily available to me. 

Q. You could not tell us?—A. No. 
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_ . Q. And you go on to say “and produces a large volume of essential food- 
stuffs for the domestic and export trade.’ You cannot give us figures on 
volume?—A. I think the average pack over the last ten years would be 
1,500,000 cases of salmon. 


“a Mr. BrerrHavurt: Would that figure not be available through the depart- 
- ment? 


The Witness: Yes, through the Department of Fisheries. 


By Mr. Hazen: 


(. On page 2 of your brief, in the third paragraph you say “‘the legislative 
frame within which the industry works however, is more restrictive and cost- 
imposing than that of any of its foreign competitors. Legislation deemed by 
the parliament of Canada to be in the national interest, imposes on the industry 
the highest production cost of any fishery in the world—” and in paragraph 4 
you refer to fish traps. Is the legislation to which you refer as deemed by the 
government of Canada to be in the national interest legislation which prohibits 
fish traps?—A. That is right. 

Q. Is there any other legislation?—A. No, that is it. 

(. It is just the legislation affecting fish traps?—A. That would be right. 

Q. The fishing traps to which you refer are traps placed at the mouth of 
the rivers, are they?—A. Not necessarily. As I understand it they are placed 
on sites—this can probably be better explained by the Fisheries Department 
than by me—but they are placed on sites for which they are licenced to be 
placed. They cannot be placed willy-nilly, and there is but one in this 
country. 

@. They are not allowed in this country, but are they allowed in United 
States and Alaska?—A. They are allowed in Alaska but not in the state of 
Washington. They are also allowed in Oregon. 


Mr. Fraser: They are allowed in Oregon? 

The Witness: Yes. 

Mr. Hazen: Are those traps supposed to prevent the spawning of fish or 
what is the objection of them? 

The Witness: I do not know what the objection is, and of course, I am 
only speaking from a company standpoint. 


By Mr. Timmins: 


Q. Are the fish scored when they are trapped or do they become inferior 
fish?——A. No, I think that to the contrary they are better fish. They are in 
freedom all the time until they are dipped out of the trap. They are not caught 
by the gills or anything like that. 

@. When you say there is a loss of margin in respect to the market for fish 
in England, do you mean the margin between the British preference and the 
most favoured nation preference?—A. It is the margin we previously enjoyed 
over our competitors. I am not quite sure of that answer but in other words we 
have 5 per cent less advantage than we had before. 


By Mr. Isnor: 


Q. Who are your competitors in that market?—A. Pardon? 

Q. What countries are your competitors for the United Kingdom market ?— 
A. Our pre-war competitors were everyone that produced salmon. I think 
Japan would be the foremost of those competitors. 

Q. All right, Japan, and who would rank next?—A. The United States. 

Q. The United States, and then Canada?—A. Yes. 
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Q. Am I right in saying only 10 per cent of the United States’ surplus is 


exported?—A. That is correct, yes. . 

Q. Then you only face competition with 10 per cent of the United States 
catch?—A. That is quite true, but 10 per cent of their pack is nearly 40 per cent 
of our pack. They pack 6,000,000 cases and we pack 1,500,000 cases. 

- Q. That competition has not changed? It has not increased as far as per- 
centage is concerned?—A. It varies so much from year to year, that it would be 
necessarily, as a matter of discussion, a round figure. 

Q. Yes, but the percentage is only 10 per cent and that 10 per cent has 
not increased?—-A. It might not be that now, with the United States market 
supplying a ready domestic outlet. 

Q. Mr. Penney, would you explain to a laymen like myself just what the 
outstanding loss is which you sustained in the American market? I remember 
some of the British Columbia members stating that British Columbia sustained 
a bigger loss than any other section of the country in regard to the trade agree- 
ments because, if I remember rightly, the raw fish was shipped into the United 
States now, as against the packed article?—A. It is true there has been an order in 
council passed recently which would allow certain of our salmon to go across 
in the smoked form, the frozen form and so forth. I am afraid it is a matter 
of law which I could not touch upon too much because I do not know much 
about it. 

Q. Forget the law, just give the packing end of it. What effect has the 
change made in your business?—A. It would have this effect if all our raw 
fish were exportable it would force the price of raw fish in Canada to the 
American level. It would also have the effect of taking away our raw product to 
the United States. We have not started to operate under the order yet, so it is 
impossible to say. 


By Mr. Timmins: | 
Q. You do not know how much of the market you have lost or how much 
you still have?—A. We have not started to pack under this arrangement, yet. 


3 By Mr. isnot: 

Q. Are you speaking of the special order in council?—A. Yes, wé have 
not started to pack under it. ) 

Q. Have you made an estimate of the loss this agreement would mean with- 
out the special order in council?—A. No, I could not. 


By Mr. Fraser: 


Q. It would not be profitable to take the raw product into the United 
States and can it over there?—A. I think the costs of the fishing industry, 
particularly, are governed more by volume than anything else. You have your 
fixed cost before you ever catch a fish. Your volume of pack governs, if you 
pack up to the maximum effort, your cost of packing will decrease after you 
reach that volume. Therefore, if the Americans are able to pack all their own 
fish and anything else they can buy outside, their costs are materially reduced 
when they get a larger pack. 

Q. Those fish which have to go to the United States raw would have to go 
there frozen?—A. That is correct. 

Q. Then, would it not cost more because they would have to be frozen and 
then unfrozen to pack?—A. It would cost them more, but their cost per unit 
would go down in a greater ratio than the additional cost. | 


By Mr. Quelch: 


Q. Does U.S.A. still export salmon to the United Kingdom?—A. Yes, we 
understand there was an order placed last year. 
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By Mr. Hazen: 


Q. Can you tell us how much of the pack was sold on the domestic market ~ 
and how much in the Empire markets?—A. I could answer the first part by 
saying Canada is a normal consumer of 40 per cent of its own product. 


By Mr. Fraser: 


Q. That would be 40 per cent of the million and a half cases?—A. Yes, 
probably in pre-war days. 600,000 cases were probably used. 

Q. What was put on the market in Canada in 1947?—A. I would say last 
year, probably 900,000 to a million cases were sold in Canada. 

@. Where did it all go, because there was very little around our stores? 
—A. It was distributed all over Canada. 

@. All we could see in our stores were the quarter pound and half pound 
tins?—A. There is a logical explanation for the quarter pound tin. When we 
started on our 1947 season we had the British contract which was to take a 
minimum of 40 per cent of the salmon we produced. Well, we were committed 
to these quarter pound tins at the request of the British Ministry of Food. 
The British contract was revised, almost to the point of being non-existent and 
we had quarter pound cans packed and to pack. Therefore, we had to sell them. 


By Mr. Jaenicke: 
@. You say on page 4. 
Doubtless, these very substantial gains are gratifying to the United 
States, Japan and Soviet Russia who surrendered nothing to get them. 


Leaving out the United States, you know Japan and Soviet Russia are not 
parties to the agreement? How did they gain? Did the British reduce their 
general tariff, do you know?—A. I do not know. 
Q. Well then, they would not gain any advantage they did not have before, 
would they ?—A. I would rather have that one answered by someone else. 
Q. I mean, you are presenting this brief?—-A. I know, but I say they gained 
from the standpoint that they have a working position to start from, at least. 
Q. They would not be in any better position unless Britain reduced the general 
tariff outside the agreement altogether, because the margin of preference is only 
reduced so far as the 16 countries who signed this Geneva agreement are con- 
cerned and that is all we are dealing with. I should like to know what authority 
you have for that statement that Japan and Soviet Russia gained? 
Mr. Fraser: I think it would be wise to have Mr. Kemp give us the figures 
on that. Then, Mr. Penney can come back. In this way, we will not be at 
cross-purposes. 
The Vicn-CHarrMan: Is that agreeable to the committee? 
Agreed. 


By Mr. Isnor: 

Q. Just before you leave, Mr. Penney, has Russia any so-called mother ships 
operating?—A. I believe she has, yes. 

Q. In competition with your fleet?—A. Well, the only competition is that 
she is put where she might sell to the United Kingdom. 

Q. This statement ‘of Dr. Chapman’s with regard to it reads, 

To the best of my knowledge Russia has the best and largest fleet 
of mother ships in the world. 

How many mother ships would Russia have?—A. I have no idea. 

Mr. Grsson: We do not allow mother ships in this country. 

The Vice-CHairMAN: Well, gentlemen, Mr. Kemp is at your disposal. 
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Hubert R. Kemp, Director of Commercial Relations Division, Depart- _ 


ment of Trade and Commerce, called: 


Mr. Prnarp: You have read Dr. Chapman’s statement— 


The Vicke-CHairRMAN: I think we have asked Mr. Kemp to come here to 
give us some information as to imports and exports. 


The Wirness: We have prepared a couple of statistical tables, gentlemen, 
thinking, perhaps, it might be helpful to have them on your record in fairly 
compact form. The first one shows the tariffs on Canadian salmon In various 
countries before and after the Geneva agreement. I have several copies of it. 
I will give one to the chairman, one to Mr. Penney and one to the reporter. 

Perhaps you would allow me to read the salient features of it. In the 
United Kingdom, before the Geneva trade agreement the rate to Canada on 
canned salmon was free of duty and the rate to most favoured nations, which 
would include the United States, was 10 per cent, making a preferential margin 
of 10 per cent. 

Now, the Geneva agreement rate on Canadian salmon continued free. We 
still enjoyed free entry into the markets of the United Kingdom. The change 
that has been made is, I think, to reduce the rate of duty to the most favoured 
nations from 10 per cent to 5 per cent, so that the margin of preference which 
was 10 per cent is now 5 per. cent. : 


By Mr. Jaencke: : 

Q. Before you go any further, do you know the general tariff of the United 
Kingdom on canned salmon?—A. So far as I know they do not have a different 
rate of duty for different countries other than preferential countries; that is to 
say, the rate of duty would be the same against the United States as against 
Russia at the present time. The Geneva Agreement does not obligate them to 
continue giving this privilege to Russia and other countries which are not among 
the signatories. They may have most-favoured-nation agreements with such 
countries outside of the Geneva system which obligate them to do so, but so far 
as Geneva is concerned they or we or any other signatory power would be quite 
at liberty to raise the rate of duty against countries that did not participate 
in Geneva. 


By Mr. Quelch: 


Q. What is the actual situation at the present time in regard to Russia? 
~—A. At the present time, as far as I know, salmon from Russia comes in at 
5 per cent duty the same as salmon from the United States or any other most- 
favoured nation. It is only empire countries that enjoy the duty-free privilege. 


By Mr. Black: 


Q. As I understand your statement, salmon will come in from the United 
States into Canada at 5 per cent?—A. No, I am speaking of the United Kingdom 
now. Going into the United Kingdom Canadian salmon goes in duty free, and 
Russian or American salmon would now pay 5 per cent. 


By Mr. Michaud: 


Q. Why Russia? Are they a party to the Geneva Agreement?—A. No sir, 
they are not; and so far as the Geneva Agreement is concerned they are not at 
the present time entitled to any concessions at all. 

Q. Before the Geneva Agreement was signed the duty was 10 per cent? 
—A. That is right. 


Q. And as a result of the Geneva Agreement they enjoy the same benefits © 


as if they were a party to that agreement?—A. The point is really this, the 
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United Kingdom has not as yet seen fit to put in a three-column tariff. At the 
moment there are only two rates in their tariff, a rate against perferential 
countries like Canada, and the rate against other countries. They have not: 
_ separated the rate given to most-favoured nations from the rate given to other 
~ nations. | 
q Q. Is Great Britain the only country that has not done that?—A. No, sir ; 
_ there are a great many countries in the world which have a single-column tariff. 
_ ___Q. Therefore countries which are not parties to the Geneva Agreement 
_ derive the same benefits as those which are parties?—A. That is perfectly true; 
_ as long as those countries which do not have three-column tariffs like our own 
_ do not see fit to separate the most-favoured nations from the general tariff, then 
the general tariff countries will get the same privileges. I should say that happens 
_ at the present time in the United States, too. The United States has only one 
column in its tariff, except for the privileges given to Cuba and the Philippines, 
which enjoy a preference. Apart from that Russia enjoys in the United States 
_ the same privilege that. we do. F 


By Mr. Black: 


4 Q. Following up my question, what is the duty under the Geneva Agreement 
_ from the United States into Canada?—A. It is 274 per cent. 
: @. What was it before?—A. It was not changed. It was 27% per cent before. 


By Mr. Dionne: 


B. Q. What is the duty from Canada to the United States?—A. It is 25 per cent. 
Q. On canned salmon?—A. Yes. 


By the Vice-Chairman: 


Q. For those who have not. the sheet that you have in your hand, am I 
correct in saying they will find the figures you have just quoted for the United 
_ Kingdom on page 132 of the minutes of the second meeting under the heading 
' “Salmon” ?—A. Yes, that is true, sir. 3 
q Now, Mr. Chairman, in reading this table to the committee I gave the figures 
for the United Kingdom, but I also have here the figures for Australia, New 
_ Zealand, Ceylon and South Africa. Perhaps just to have your records complete 

on the principal preferential markets you would like me to go over the figures 
_ quickly for these other countries. In Australia, before Geneva, the rate on 
canned salmon from Canada was 1 penny a pound, and to most-favoured nations 
it was 4 pence a pound, making a preferential margin of 3 pence a pound. At 
Geneva the rate against Canada remained at 1 penny a pound but the rate to 
_ Most-favoured nations was reduced to 2% pence a pound, making a margin of 
' 1% pence. 


By Mr. Nixon: : 
Q. What was that in English?—A. If I may convert it at the rate of 2 cents 
_ to the penny, which is not exact but fairly close, before Geneva the rate to 
Canada was 2 cents a pound and to other countries it was 8 cents a pound. 
_ At Geneva the rate to Canada continued at 2 cents a pound but the rate to most- 
favoured nations was reduced to 5 cents a pound. So that the margin is now 
3 cents instead of 6 cents a pound as it was before. 


By the Vice-Chairman: 
| Q. Would the members of the committee not find that on page 138 under the 
heading 51(c) canned salmon?—A. That gives it for Australia. That is right, 
sir. 
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Q. The figures you have just eiven?—A. That is right, sir. For New Zealand 
I think the figures are probably also in the same place, but in order to have © 
them all together I will read these. Would you rather have me read them in ~ 
pence or convert them into cents? 


Mr. Fraser: In pence. 


The Wrrness: I will read them in pence. Before Geneva the rate against 
Canada was 12 pence per pound, and the rate to most favoured nations was 3 
pence per pound. I might make a note on that before I go further that the prefer- 
ence that we enjoyed in New Zealand before Geneva was therefore 14 pence a 
pound. At Geneva the rate to Canada was reduced to 14 pence and the rate to 
most favoured nations was also reduced to 24 pence, the result being that the 
preference is now 1 penny a pound as compared with 14 pence before Geneva. 

In Ceylon the rates before Geneva were 10 per cent to Canada, 20 per cent — 
to most favoured nations. At Geneva they left the rate to Canada at 10 per cent 
and reduced the rate to most favoured nations to 15 per cent, so that the prefer- 
ential margin has now been cut from 10 per cent to 5 per cent. Finally in the 
Union of South Africa the rate before Geneva has not been changed. Before 
Geneva it was 14 pence to Canada and 3 pence to most favoured nations. It is 
still 14 pence to Canada and 3 pence to most favoured nations. 


ee ee COMER We eee ee 


By Mr. Timmins: 


Q. The result is that as far as the preferential tariff is concerned there is still 
a preferential tariff in favour of sending them to the United Kingdom?—A. That 
is true, sir. We have not given up the preference on canned salmon anywhere in 
the world. There is still a preference remaining, quite a substantial preference, 
although as Mr. Penney has pointed out, it is perfectly true that in the United ~ 
Kingdom and Australia it is only half what it was, and in New Zealand it is 60 
per cent of what it was. | 


By Mr. Isnor: 


Q. Giving up that 60 per cent or cutting it in half, what did you get from 
the United States for Canada?—A. I have a table which I think, perhaps, should 
be put on the record. This table does not apply specifically to fish, but it has not — 
been published anywhere in Canada, as far as I know, and it is certainly some- 
thing that the committee would wish to have. 

In 1939, which was the year on which most of the statistical studies were 
based in these negotiations, the United States imported from Canada $323,000,000 — 
worth of goods. Those were the total imports from Canada—$323,000,000 in 4 
1939. 

Now, of that amount $211,000,000 came into the United States duty free. 
There was not anything they could do for us on these articles except to bind them | 
free. The remainder which were dutiable were valued at $111,000,000. Now, of 
that $111,000,000 they gave us concessions on $105,000,000 worth of commodities. 
The extent of those concessions may be briefly stated as follows: of the total 
imports of $111,000,000 dutiable they gave us reductions in duty ranging from 36 — 
to 50 per cent on $65,000,000 worth of goods. They gave us reductions ranging 
from 25 per cent to 35 per cent on items that were worth something over 
$11,000,000. They gave us reductions of less than 25 per cent on items worth 
about $1,000,000. They bound the present rate on about $28,000,000 worth of 
goods, which would include, of course, canned salmon. . 

To recapitulate it briefly: out of tctal imports from Canada of $323,000,000 
in 1939, $211,000,000 were already free of duty and they have been bound so 
in practically every case. On the remaining $111,000,000 worth we have received 
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_ duty reductions on all but $28,000,000, and on most of those $28,000,000 the 
_ present rate of duty has been bound. The great majority of the duty reductions 


range from 4 to 4 of the duties that were in effect before Geneva. 
The statement is as follows: 


UNITED STATES 


Extent of trade affected by concessions made by United States under general agreement on 
tariffs and trade, Geneva, October 30, 1947, based on imports into United States in 1939. 


(1) To all countries 


Dutiable Free Total 
$ $ $ 
Imports from all countries (1939) ............ 906,500,000 1,341,2100,000 2,247,700,000 


Imports of concession items from all countries.. 636,400,000 1,130,100,000 1,766,500,000 


E-ONGORTALE OLN UAL. cy ci corre otedivs ca ee 70% 84% 79% 


(2) To Canada 


aCe AMMO. (LOBOS, S.cic'g Se ousc pik’ oo 0's scare RY a 111,419,000 211,848,000 323,267,000 
Imports of conc@ssion items 2.005.026 c0ccere 105,562,000 193,580,000 299,142,000 
MOTCRIGA RE <a ota hte toilets Mare nce a a aed 95% 91% 93% 
(3) Extent of concession to Canada 
% of 
On dutiable items: total 
OLAIE NC ELMEVODES Tae Bee e 5k ASTM Ala ote COS SE a $ 111,419,000 
Reductions in duty: 
PMN ee UL RL R ee ron cs Bee «ay ay ie eens os Rew Ree pears ianeie eter oe 64,865,000 58 
BO AIO! BOP ig Basle coh tdeneee eens eae cl Syed ee Ne oon Meee le 11,585,000 10 
ARGH Ute: Ze ee Le ee Oe ey Ae eek OP hh Gite eS 3 1,114,000 4. 
Present ile cPOuUiUA 2. ee sets ae athe Gibats sf ow decom ews 28,048,000 25 
On free items: 
ES aie WBE cee ay at foals ale hes RIGA RC, Pa LN a NA ae gl ay a Pa 211,848,000 
PRES LENtEy WOU. iw chee ON Oe oR Cat ed 193,580,000 91 


These figures contain the best brief statement I can give in answer to Mr. 
Isnor’s question of what we got in return for the various concessions that we 
gave. 


By Mr. Timmins: 
Q. Does that go all the way from 1938 down to the present time?—A. Those 
figures, do you mean? 
Q. Yes.—A. No. Those are simply figures that were analyzed for the year 
1939. They vary a good deal from year to year, but from such information as I 
have been able to get the percentages are pretty much the same in 1946. 


By Mr. Isnor: 


Q. About 70 per cent?—A. That is right, sir. 
Q. I think we all appreciate that we did get something very definite in the 


. way of benefits, but we are dealing with fish now, and I am from Nova Scotia, 


and the British Columbia members are interested at this time in knowing as to 
whether we made a good bargain in as far as the fishing industry is concerned. 
If we have not done as well as we think we should have then how are you going 
to do a little better for the Canadian fishermen, both on the east and west coasts? 
—A. Now, to try and answer that quickly, we have brought with us a statistical 
statement of all the concessions that we got on fish at Geneva and it is a pretty 
impressive document. It is rather long and I think I would rather not read it 
to you unless you wish me to take up the time of the committee in doing so. 
However, I should be very glad to put it on the record. 
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By Mr. Michaud: 
Q. You said fish, not canned salmon.—A. I have the salmon separately. 


By Mr. Irvine: 


Q. Could you quote the salmon?—-A. Yes, the salmon concessions we 
received were as follows: in India the former rate of duty was 30 per cent and 
under the Geneva agreement the rate has become 20 per cent. 


By Mr. Quelch: 


Q. Can you show the percentage of the pack that goes to each of these 
countries?-—A. I have another table which shows the destination of all of the 
salmon exported from Canada in 1939 and if you wish I shall put that on the 
record later on. 

Q. Give us how much we got on the percentage——A. I shall be glad to look 
into the figures as I go along and try to mix the two tables. 


Mr. Low: That is fine. 


The Wrrness: I am afraid I have to pass up India. (I have not got the 
figures for it and I rather suspect, although I do not know, that our imports 
into India were too small to justify putting them in a table. 


Mr. Isnor: You mean exports? 


The Wrrness: I am sorry, exports. India in these statistics was included 
with “other empire countries”, and the total exports to “other empire countries’. 
including India, were valued in 1938 at $143,262. 


Mr. Net: India figures show canned salmon separately as $42 000 in 1939. 


The Witness: It was not a very big market, and the reason is obvious. Canned 
salmon is not an inexpensive food compared with other kinds of food, and the 
main market for it in India in 1939 would be among the European population. So 
we would hardly expect to sell a great deal in India under the best. conditions. 

We have similar figures for Pakistan. Pakistan did not exist as a separate 
country before Geneva, but Pakistan, like India, has reduced its rate of duty 
from 30 per cent to 20 per cent. There were no separate figures for exports; they 
are included in what has just been quoted. 7 

In Norway the pre-Geneva rate was 60 crowns for 100 kilograms and that 
has been cut in half and is now 30 crowns per 100 kilograms. The exports to 
Norway, however, were very small; they amounted to only 1,200 pounds, worth 
about $100. They did their best for us. They cut their rate nearly in half. 
Still, Norway is a big producer of fish and it is not likely that they would ever 
be a very large exporter of canned salmon. The next country on the list is 
Czechoslovakia. 


Mr. Isnor: I wonder if we could have the first three or four or five largest 
customers of Canada? 


The Wirness: I haven’t got them arranged in that order. 

Mr. Isnor: You could pick them out. 

Mr. JAENICKE: You can find them in this report. 

The Wirnsss: I suppose, of course, the Benelux and France would be the 
largest ones. They are the most important. Benelux is shown as three separate 
countries in the trade statistics. In Benelux the duty revision was from 25 to 20 
per cent. In France it was from 30 to 25 per cent. Figures for quantities can 


be inserted later on, if you wish. These are the principal reductions. Others are 
listed for six or seven other countries. The others are of less importance. 
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Mr. Timmins: Mr. Chairman, is the whole of that statement going on the 
— record? 


The Wirness: I believe Mr. Kemp ae read the other part of it. 


Mr. Micuaup: Anyway, he gave part of it. He mentioned that he was 
not reading all of it and I thought probably we should have it in the record. 


The Cuairman: It is on the record, is it not? 
The Wirness: I do not think I read the second half of it. 
The Cuarrman: Well, we had better put it in. 


GENERAL AGREEMENT ON TARIFFS AND TRADE 


TARIFFS ON CANADIAN CANNED SALMON 


Preferences Reduced 


Pre-Agreement Agreement Preference 
Rate to Rate to Rate to Rate ‘to Reduced 
Canada M.F.N. Canada M.FE.N. by 
United. Kingdom ....... Free 10% Free 5% 5% 
MUIORAITA, hsv les coe ld. per lb. 4d. per lb. ld. per lb. 23d. per Ib. 14d. per lb. 
Mew ZLBealand: os. 0.00.0 13d. per lb. 3d. per Ib. lid. per Ib. 24d. per Ib. zd. per, Ib. 
Bett Sg eh. cee Se 10% 20% 10% 15% 5% 
Union of South Africa..14d. per lb. 3d. per lb. 13d. per lb. 3d. per lb. No change 


Concessions in Other Countries 


Pre-Agree- ’ 
ment Agreement . 
rate of duty rate of duty 
MRS tare te TAP as esi ace elt iis Ca ey We IS alo 4, ale eon eB ee 30% 20% 
NERS OE Ot, Pye Mak Od a yA fA dR o's CED ENE ee eae 30% 20% 
MN yt RN iets TE Ss Pts od REIS die hiss a ek OE ig Fe 60 kr. per 30 kr. per 
100 kilog. 100° kilog. 
PMININN en no re tae aie NL Et Pare tere Gran neh tee: 2,000 er. per 600 cr. per 
100 kilog. 100 kilog. 
IR gern a Ps ak ask She cok CHES bh ik Low a otal c shane oa Rahs 25% 20% 
EMELINE, ALR eo ne WF Wk isha HOM ea eK 6 os ha Oe ee EE ee 30% 25% 
Beerench West Africa. ..02.6.00. ste one cen ee Meeriacete cowie Cd 7% 7% 
BT PINEDA RR ne a a tte’, eRe sols aay. aml te ua we als Se Free Free 
MOUTON SR NASIR! ah sh ll ni tet Age MeL gaa A Re ot ey 25% 25% 


EON TEANRTUISEL tdi OK pe tc kt ee os Sk Ce RL late he ke eee 25% 25% 
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EXPORTS 


CANADIAN CANNED SALMON 
Calendar year 1938 


Quantity Value 
100 Ibs. $ 

Sinyited Rang Qo 20) nos se sv alee Wiad ate, o jee Bl eg Bb tees at ar seri eee age Sana 171,320 3,726,527 
oy os Oca am LR erg eS har nega SM Man Umi eRe a RC EN Nal Na 134,631 1,667,519 
SRR BER ACIN U vir Gogineni Br Coat OSPR AER RMSE IO wi a ah ee SPR ot aCe Mg Ee 33,014 429.081 
British South Africa i... ese eee cere eet ee tere ae tneeens Lk MONIC. SPN | SARE Sncates 32,015) 262,504 
Peis OW bab EHGICS! oc oa eee seh wie he es etna es Henk wimls salina aripae a sean ge 12,445 107,917 
Other empire countrres 15s. 25: 6 oe ee a enn selene ae Ban e's cnn tise 18,023 143,262 
MST Ted EEG) Sie cee Case we aloha atthe Soe emu rT pens tLe Cur Receh ae Mra eaes neat 5,366 54,490 
AB Need WATE oo, She ewe asin Spots caters te greed iin nde rh east ela oR Wick oat aa pee Meni nee Gare 3,862 38,963 
5 2 PORE COA a NOS erage eens ONIHE al Ame vy nig Wl alte) Sr etanc RCS iad ge AORN 842 6,018 
ir Oi eer ela a San ce RIN ns par eer eS Ue kk AO ech OCR ile, 2 ate vay 57 440 
gt AUP: ame PU tae penn tenia weten tr VES Dh) SON GRO BAT SADE Ng Os 673 4,987 
GTN ee esis Seah at abo ne Gra cos cx maeletndialet B-aintht br AM ape Re ME me apctnas tacos = ere she 157 1,515 
COA ATEN Chie oan Gain Ode eterno haa SEe hie A aia Rcd? ch ee SSS ie POST ee ab 28,302 
GEE NUR Te Aare She adeeb tev imRTO loses me Meiagn’ Ss RAAT ce gap RNe re gle FRR, gr Soar Mae 196 1,414 
SS PEN a in ARR eT ea UR SOR een Graken ihe es tees oN 49 439 
Rey AAS Ee ees Si OMEN Bld a cok g «nope iw rte cua ga eg ete aA geliere ave, hac phre ene 12 88 
Fis aE eS icici ea ee TCR RA es nant Sai, epee aah RG Nh 291 2,504 
BO AAMC ee Be oe ug eed ed aNd Hel SURED eins Oa eul gel gmeger hae ooaeeo) eae eam cet 58,553 554,392 
Pel NETIC E08 Se ed ci soe ons igte aintes ieee aging a aera nate Sct att Sa 202 1,551 
Se 2 WTEE hit MER RL a Ra SRNR nn gop pte tee AULA a eck 12 82 
Fr Orich OCGA IT ceed RES odes s aip Sis kl eae se wires ais, lenmO Ree srin Rosina ey 2,634 18,446 
Bipenolic West LNG eS sn Divide kw wince Vigiaiieie ts epee eine ua Fite ee Pigs aa 12 87 
Misa SCAT is ests hoa ae 0) via y Satadene anos cera. < pam dha rieks Nahe a eae el Seria eee 86 888 
St “Pierre and Miquelon 6.2... 6c ve eee es eee rene eet ened tee lesen 25 215 
CBIR Re alk RAE SLO S legit Rake orate SS Seral go ee eemiblm Sage ® I SBERE Do) 2-02 ose Deis, 2a 26 2:10 
PR rr cht ha Wales abe: eke oben an Phas "eno peumola vigeelmh Wie male uetenig Siew ANC ale via 46 334 
Tae eRe ela renters ieee ORY Ts aN RAEN ANGE Ni eae hh og CaS i 48 400 
Dp Sch aE Tae nar a tere setreen en tg opto 120 925 
MV OPT oc eb a hig eons Wes ia ek aoe a en woe a eng simieaialy Whe lPiecaiere sere eis 5 35 
POETIC. le eee hs ehGinaia ore ae ates ale en uged oa neve pce ecas nec Seis pale leat ob 12 82 
Netherlands Hast Indies. ..... 0.6.00 ee este ee tet cnet tee eee ree dees ees 716 “conbad 8 
Niabhorlands “GAlania, 2 ose eiciee’ Peele cs Bia omc nine a vcmieg winter tuelg canine wees atone lovee 197 1,593 
Netherlands West Indies ......-- SOG LINC UA ohne Ga RGM tea hk STARA Ape Peal 468 4,389 
IA We reson cap om p= Se mee amine op aerate at marae cus Pega arte 100 
yA eC ape Rpm TD Un HN ar SiO cee a ORE I AUG EI Rie mee MC e at Cs A 937, 7,329 
PNG S ia ee ticle earl See a inhale abou ketla densa Mca Ma AM Oh neh Eig rr eecaaia ie skatiaanes oan 12 100 
BU aa ie wernt hs oats Ged Tieden eh hoe) Sy ass rye eee Sas 426 3,176 
Portuguese Africa ...sc.cc sees ede ee eee tere e te eee eee rete eden ents 2,931 94.592 
Portuguese Asia ...... 0 cece tee een t anette teen te e este seem ee ees 1 oe "644 
Seder A eee as ee eal helen ah ed oot oleate inte Wd yoke delete oh ais Biel Ses ices Grates 25 205 
Ra pormi 7 Vebanida ss, ie scnehd eis, 2 So cigte sn petereveys tiegpeadeceyeP essai ofeseitonht eae seh mite apnea nh oe 29 : 210 
ihe i OSL 2 an iieidig inten gene alt canes bm Nene iene Ala oleae hte a aaa 389 2.672 
Philippine Islands ........ceee eee ec eee eee ete ete ee ee eee e eee es 2,709 18,105 
DP eA ye Le Br Sem RTA AAR a OREO cannes aie oe nea rat, 726 6.089 
Total exports empire CountrieS .....-. 666s eee eee ee ee ee eee eect eens 401,948 6,336,810 
Total exports nNon-empire COUNTIES ©... 1. eee eee eee ee tee eee eee ee 86,452 "791.384 
Total exporta c. ails oo oy ciceiate cw wae s Sete io ns aigele sire] wale rnnseda cooley 488,400 7,128,194 


By Mr. Michaud: 


Q. Mr. Kemp, as I understand the contention of the salmon canners it 
is that as a result of the reduction in the preferences the B.C. industry has lost 
or is expected to lose, considerable sales in British Empire countries and perhaps 
other countries as a result of the concessions secured under the Geneva Trade 
Agreement. Is the canning industry expected to increase sales in other 
countries to compensate for its losses?—A. I would like to answer the first part 
of that question. I do not agree that the loss of business in those countries at 
the present time, or the prospects for this year, are connected in any way with 


changes in the preferences. The reason for this loss of prospective business is 


entirely due to the fact that our friends in the United Kingdom, Australia and 
New Zealand, are short of dollars with which to buy our products and as a 
result of that they find it necessary to place restrictions upon their imports. 
They have included salmon among the things to be restricted. I think that they 
reached that decision with a great deal of reluctance, but they have decided 
that canned salmon is one of the less essential imports which they had to cut off. 
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a do not think if we had retained our preferences in full we would have been 


selling an ounce more salmon in the sterling area than we are likely to sell 


under the Geneva agreements. 


Q. What concessions if any did we receive from the United States on fresh, 
frozen, smoked, salted and mild cured salmon?—A. I will have that looked up 
for you, sir. While it is being looked up in detail I would like to say a word 
about the situation in regard to fresh salmon. Mr. Penney, in speaking to the 
committee earlier, began by discussing the brief which the industry placed 
before the committee early in 1946. I notice that in that brief the industry 
asked for the followmg things; first, a retention of all preferences intact without 
any reduction; second, the complete abolition of the United States duty on 
canned salmon from Canada; and, third, the removal of the duty on a very 
extensive list covering most articles purchased for use in the salmon industry. 
I do not suppose that the industry thought it would be possible to do all these 
things simultaneously. They were probably considered as long-term objectives 
for the future. The brief also requested the complete removal of the United 
States duty on fresh salmon. The industry ought therefore not to blame us 
too much if the United States have taken off half the duty on fresh salmon. 


By Mr. Isnor: 
Q. Would you just tell us about the second item there?—A. You mean, 
the complete removal of the duty on canned salmon? 
Q. Yes—A. We are not in a position to boast about that. It was not 
reduced at all. 


Mr. Micuaup: What about the reduction of imports on—what do you call 
it—gear and fishing materials? You mentioned that as a third point, I think. 


_ The Wrrness: I mentioned that. 
Mr. Timmins: Were there any concessions on that? 


The Wirness: That is a subject which comes under the jurisdiction of 
the Department of Finance. This refers to changes in the Canadian tariff and 
it would take a fairly lengthy statement to show what happened on these 
things. I believe that a number of these items have been adjusted. 


By Mr. Timmins: | 
Q. But the point was raised in this brief. The duty as a result of the 
agreement would only be 5 per cent. The difference in the tariff on the British 
market is cut in half?—A. That is right, sir. The preferential margin was 
10 per cent. 
Q. And it was reduced to 5 per cent?—A. It was reduced to 5 per cent, that 
is right. I have the answers here to the questions put by one of the gentlemen 


_ just a moment ago. On fresh and frozen salmon the U.S. duty was reduced by 


half a cent a pound or 50 per cent. On salted salmon the rate was reduced from 
124 per cent ad valorem to 10 per cent; and on smoked salmon the rate was 
reduced from 15 per cent to 10 per cent. 

Q. That is, going into the United States?—A. Yes; and frozen salmon was 
not separately mentioned but it is covered under the same items as fresh salmon. 


Mr. Micuavup: Then it is your opinion, Mr. Kemp, that as far as the 
canning industry is concerned Geneva could not affect it prejudicially, I mean 
the industry in British Columbia; is that conclusion? 


The Witness: I think I will put it this way, sir. The present difficulties 
of the industry on which Mr. Penney was very right in laying stress here; these — 
present difficulties do not arise in any way from Geneva. They are the 
result of the balance of payments difficulties in which we as well as other 
countries are involved and the cure for them cannot be found by any mere 
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tariff adjustment. The difficulties of the industry are of a different character 


and will have to be dealt with in some different way. But that 1s a matter 
for those who are experts in the industry. 

Mr. Brack: I would like to know if Mr. Penney agrees with that statement? 

Mr. Penney: I agree wholeheartedly with some of it, but I do not agree 
that the Geneva Agreement has necessarily done nothing to ruin our present 
market in the Empire preference countries because of the fact that they are 
obviously short of dollars. . 

Mr. Fraser: You have no trade there anyway. 

Mr. Penney: But I don’t look upon anything that is done today as something 
that is going to adjust it for this year. We have lost our advantage in those 
markets for the future, and no matter to what degree we have lost; but, 


definitely, as far the United States market is concerned this year at their price 


levels we probably could have exported salmon there. 

Mr. Hazen: That statement hardly agrees with the statement in your brief 
on page 4, where you say it has deprived the industry of its few remaining out- 
lets provided by the imperial preference system and it does not provide any new 
outlet in any part of the world. 

Mr. Penney: I would say it deprives them as to future markets even though 
we have still a slight preference, we do not have the same preference we had 
before. Possibly it might have been better had we said that it deprived us of 
an advantage. | 


By Mr. Sinclair: 


Q. I wonder if I could ask one question here? This is something in which 
my riding is very interested. With the much lower cost production in Canada 
it is true that right now with 25 per cent ad valorem duty on Canadian ‘salmon 
it would sell in the States at just about the same price as American salmon. Is 
there any reason why the Americans refused to give any concession on this very 
important thing? If they had cut the tariff in half as they did with fresh 
salmon, Canadian salmon would have found a very welcome market in the 
United States——A. I am not sure about the figures with respect to the price 
and perhaps Mr. Penney could answer better than I, but our American friends 
were very frank as to their reason why they did not feel free to give us conces- 
sions on salmon. They thought if they gave us a concession on salmon the main 
benefit would not go to us but would go to another country which was not 
represented at Geneva and which was not giving them anything in return. That 
is to some extent confirmed by Mr. Penney’s brief where you will see a great 
deal of emphasis is laid upon the danger of Asiatic competition. 

Mr. Micuavp: Is it not a fact if the British tariff of 10 per cent were main- 
tained against Asiatic countries, Japan and Soviet Russia, it would not affect 
our B.C. canneries? 

Mr. Penney: What was that again? 

Mr. Micuaup: If Great Britain maintained the 10 per cent tariff as it 
existed previous to Geneva— 

Mr. Penney: Yes? 

Mr. Micuavup: How would it affect the B.C. problem? 

Mr. Penney: It would give us that much better preference. 

Mr. Micuavp: It would improve our position. 

Mr. Penney: Yes, it would have given us a better preference. 

Mr. Micuaup: Those are your serious competitors in the British market? 
Mr. Penney: Yes. 
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Mr. JamnicKe: Do I understand you to say, Mr. Kemp, that the United 
States gives every country that reduced rate—even countries that were not 
signatories to the agreement? 

The Witness: Yes, sir. 


Mr. Srncuatr: May I break in again? This is a very important point to 
the salmon canning industry in British Columbia. Russia is being used as an 
excuse to keep British Columbia salmon out of the American market. Surely if 
they can cut the tariff on raw salmon they could do the same with canned 
salmon. The argument of the British Columbia salmon industry and the fisher- 
men is that if they cut the tariff on raw salmon, and if we cut the British prefer- 
ence in half, surely to goodness our Canadian people should have attempted to 
get the American tariff on canned salmon cut in half? If they had done so 
I am sure that we would not have had a British Columbia delegate down here, 

Mr. Isnor: That is the point. 


Mr. Sincuair: They feel that they have been let down and that this is a 
$40,000,000 industry which has no chance of survival because raw salmon can 
flow into the United States where canned salmon may not. 

Mr. Isnor: In other words you are in a squeeze. 

Mr. Micuaup: If the rate had been cut from 25 per cent to 124 per cent on 
canned salmon all those Asiatic countries would have come in? 

The Wirness: That is right. 


Mr. Penney: I believe they would be competitors at any rate of duty 
would they not? 


Mr. Sinciarm: At 25 per cent you could be shipping now. 
Mr. Penney: Supposing the rate were lowered to Russia? 
Mr. BreirHaupt: Yes, for the reasons mentioned in the brief. 


Mr. Penney: They have no cost, so what would a reduction of the rate 
of duty matter? 


By Mr. Black: 


Q. As I understand the Geneva Trade Agreement the United States and 
other countries give the same preference on most of their tariffs to countries 
which are not signatories to the Geneva Trade agreement. As I understand the 
agreement the Asiatic countries get the same advantage ‘as the people who signed 
the Geneva Trade Agreement and I would like to have that cleared up?— 
A. That is perfectly true. The United States is, as a matter of fact, at the 
present time giving all countries the same advantages which it contracted to 
give some countries at Geneva. 

Q. On all articles or just fish?—A. On all articles. 


By Mr. Michaud: 


Q. And so is Great Britain?—A. Yes, and many other countries. We do 
not, ourselves, but our general tariff is different from the most favoured nation 
rate. In explaining that it should be said that Geneva does not obligate them 
to do so and at any time they see fit they are free to withdraw the benefits of 
those concessions from the countries that did not enter into the agreement 
with them at Geneva. 

Q We should ask them to do that immediately? 

Mr. Isnor: Mr. Quelch says why should we enter into this agreement at 
all? You made the statement, as I recall it, that there was $325,000,000 trade 
between the United States and Canada and of that amount roughly speaking 
$211,000,000—or 70 per cent—was made duty free. Therefore we are gaining a 
benefit. That was a very fine piece of business and I think we should under- 
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stand, when it is said there is nothing to be gained be entering this agreement, 
that we did benefit to the extent of 70 per cent of the exports to the United States. 

Mr. Fraser: Mr. Deutsch wishes to step into the picture here. 

The Vicze-CHatrMAN: Mr. Deutsch is not on the stand at the present time. 

Mr. Micuavp: I would like to follow my line of questioning. 

The Vicn-Cuamrman: There are three or four witnesses on the stand at 
the present time. ) 

Mr. Isnor: Mr. Kemp answered the question but it was only a matter of 
re-emphasizing the point. | 

Mr. Micuaup: Would it not be possible to make representation to the 
United States and the British countries, which have allowed the rest of the 
world to benefit under the Geneva Trade Agreement, to restore their rates before 
the agreement on certain products like canned salmon. The request would not 
necessarily apply to all articles but only on those to which the effect is adverse. 


Mr. Breiruaupt: You could not do that could you? The whole thing 
is interlocked and if you change one thing you must change them all. 


The Wirness: I think that is the answer. If you make a horse-trade and 


the other fellow pays you $100 and he gets the horse, you may go back to him - 


and say “I want the horse back,” but he would certainly want his money back. 


By Mr. Timmins: 

Q. This whole thing is only provisional in the meantime, and while it is 
temporary and provisional we have the right on three months’ notice to with- 
draw. Any signatory may withdraw on three months’ notice?—A. I am not 
sure of the extent of the notice but the right does exist under certain conditions— 
if a country is being flooded with imports or if other unforeseen circumstances 
oecur—there is a possibility of withdrawing concessions, but the penalty 1s 
that the other party is entitled to withdraw corresponding concessions. We 
might see concessions wiped out on other species of fish on which we have 
received concessions and the total concessions which we have received on fish 
are very substantial. 

Mr. Dionne: Can somebody give me the retail price of salmon, per case, 
in the United States? Is it $35 or $36 a case? 

Mr. Penney: I believe Sockeye salmon has sold as high as $44 a case in 
the Seattle market. 

Mr. Dionne: What is the Canadian price? 

Mr. Penney: That is $25. 

Mr. Fraser: $25, that is for pound tins? 

-Mr. Penney: No, half pound tins, 96. 

Mr. Fraser: How many tins to the case? 

Mr. PENNEY: 96. 

Mr. QuetcHu: Where is the United Kingdom getting salmon at the present 
time because I understand her sales are going up considerably? 

Mr. Penney: It must be from stocks previously obtained from Canada and 
the United States. I understand some purchases have been made from Russia. 

Mr. Dionne: Could anyone tell us the price that Russia is selling her 
salmon at per case? 

Mr. Penney: No, I cannot. I believe there is a certain exchange of goods 
which enters into that. 

Mr. Marevuis: Does Russia sell salmon to the United Kingdom? 

Mr. Penney: I believe so. 
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Mr. Marauts: In what quantity? 
Mr. Penney: I do not know. 


By Mr. Isnor: 


Q. Would it be fair to say, in view of the fact you had pulpwood and 
perhaps lumber and paper products in mind on account of the large export 
business we had with the United States, that you overlooked this important 
industry of canned salmon?—A. No, sir, we did not overlook it. . We should say 
quite emphatically that we requested our United States friends to give us the 
maximum concession which the law permitted them to give on salmon, but they 
were not willing,to do so. They gave us the reasons I have mentioned. 


By Mr. Michaud: 


Q. Mr. Kemp, following this line of questioning, I think you stated that we, 
in Canada, in addition to the general list and preferential list, have a third and 
perhaps a fourth list, whereas the United States has just one list, their limited 
preferential list for their colonies or countries which are economically linked to 
them. In Great Britain, they just have the two lists. These countries, the U.S. 
and British countries, due to the fact they have no third list, all the rest of the 
countries outside the Geneva tariffs derive the same benefit as we derive from it. 
If we turn around, now, to Great Britain and those countries and look at it as 
though they were looking at us, the concessions which we give to them are 
greater than the concessions which we give to the outside world. They are in a 
preferred position. When we deal with them, we have the rest of the world to 
compete against, but when they deal with us, the rest of the world outside 
Geneva does not compete with them. I do not believe that is fair—aA. There is 
one point that might be added in connection with that. In deciding on. the 
items to negotiate about, it was the usual practice to negotiate on items in which 
the negotiating countries were those principally interested. The countries 
negotiating tried, so far as they could, to concentrate their benefits on the 
countries with which they were negotiating. I think, perhaps, however that I 
ought to ask Mr. Deutsch to explain this. 

Mr. Dionne: You gave me a top price of $25 as the cost of salmon and 
$44 in the United States, so I take it for granted the United States is a better 
market than Britain. Now, you said you have a tariff from Canada to the 
United States on canned salmon of 25 per cent, so 25 per cent of $25 is $6.25, 
making a cost to the United States of approximately $31.25, for which there is 
a market at $44? 

Mr. Penney: You are quite right when you are speaking only of sockeye 
salmon. 

Mr. Dionne: That is the only brand I know. 

Mr. Penney: Our pack of sockeye salmon is probably never in excess of 
20 per cent of our total pack. It may be in some years, but I would say 20 per 
cent of our total pack would be better than average on the sockeye, so that is a 
very small part of our pack. By virtue of its being a premium fish, it is true 
the American market is away out of line.. We could have exported our sockeye 
salmon to the United States which we sold in Canada, and still have paid the 
25 per cent duty. 

Mr. Fraser: Is there a sales tax on that? 

Mr. Penney: Here in Canada. 

Mr. Fraser: That has to go on that price. 

Mr. Penney: That is true, at that time. 


The Witness: Not any more. 
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Mr. Dionne: You are talking about sockeye salmon. Could you make a 
comparison with the other kinds of salmon as I did with the sockeye showing 
the price you could get? 

Mr. Penney: Let us take the lowest kind of salmon, pinks and chums, 
which sold in Canada for $13.50 a case as compared to $25 for the sockeye. 

Mr. Dionne: What about the price on the American market for this type of 
salmon? 

Mr. Penney: The price was around a net of $17. 

Mr. Dionnu: If you add a duty on to it? 

Mr. Penney: You add the 8 per cent to the $13.50, first. 

Mr. Dionne: You have no 8 per cent when you export your goods. 

Mr. Penney: For duty purposes. 

The Vick-CHAIRMAN: Not any more. 

Mr. Penney: No, but I am trying to compare last year’s operations. 

The Vick-CuHairmMan: Mr. Dionne wants a comparison for next year. 

Mr. Penney: There is no comparison for next year because we do not know 
what the price will be. 

Mr. BrerrHaupt: I was wondering whether the industry planned to extend 
its sales through ERP, which was formerly known as the Marshall Plan? Would 
that not be of some assistance? 


- Mr. Penney: It is in such a nebulous state, I do not know what that policy 
will be. 

Mr. Timmins: As a matter of fact, the Department of Trade and Commerce 
is calling upon industries throughout Canada to find out how much they can pro- 
duce and will produce. It seems to me your industry is a natural for ERP, having 
regard to the fact Great Britain wishes your goods but cannot afford the money 
to buy it. 

Mr. Penney: I would not make this as a matter of outright statement 
because I am not informed on ERP or ECA as it is called now, but the subject 


of fish is not looked upon with great favour by the American authorities under 
ECA. 


Mr. Brerruavet: I do not think it is a final decision. I think it is a selling 


job on your part, from information we have received. 

Mr. Penney: We would like to try it. . 

The Vicr-CHairMaNn: Are there any more questions of Mr. Kemp or Mr. 
Penney on this very interesting subject? 

Mr. JAEnicKE: I think we should call Mr. Deutsch back to give us an 
explanation of what this treaty is good for. 

The Vice-CuairMan: If we are finished with these gentlemen, we might 
call Mr. Deutsch. I want to thank you, Mr. Penney and Mr. Kemp for the 
information you have given us. Mr. Deutsch has been on his feet a couple of 


times already, but there are a few questions these gentlemen desire to ask in 
connection with this industry. 7 


Mr. J. J. Deutsch, Director of Economic Relations Division, Department 
of Finance, recalled: 


The VicrE-CHarrMANn: Mr. Fraser, I think you wanted to ask some questions 
of Mr. Deutsch. 
Mr. Frassr: No, Mr. Deutsch was on his feet a couple of times and I thought 


he was going to give us some information to elaborate what Mr. Kemp was 
saying. 
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By Mr. Timmins: 

Q. May I ask one question that has been kicked around here for quite a 
while. The United States has only got one list. Great Britain only has two lists, 
the British preference and the rest of the world. Is that correct?—A. Yes. 

Q. Does that fact as to those two big countries, which are really the back- 
bone of this matter of the Geneva Agreement, not work against the interests of 
a small country like Canada? Can you explain that to us pro or con?—A. Well, 
the United States has followed the policy for some years now of according one 
rate to all the countries with which it has made trade agreements. 


By Mr. Quelch: 


Q. Under Geneva?—A. No, under the Reciprocal Trade Agreements Act, 
; which began as far back as 1934. 
4 


By Mr. Michaud: ~ 


Q. In other words, there is in every trade agreement an implied clause 
__ whereby, if in a subsequent agreement with other countries better treatment is 
. accorded to those countries, the first country gets the same benefit?—A. That is 
right. That applies to all countries with which the United States has an agree- 
ment. There are some countries with which it has not had an agreement. I 
believe before the war the United States did not accord a single rate to all 
countries. In fact, before the war she did not give M.F.N. treatment to Germany, 
} for instance, and for a time not to Russia. They applied the Hawley-Smoot tariff 
to those countries, but sometime during the 30’s they made an agreement with 
; Russia in which they undertook to grant most-favoured-nation treatment to 
Russia. That agreement is still in effect, and it is under that agreement that the 

concessions made at Geneva are extended to Russia. 


By Mr. Timmins: 

. Q. How about Japan?—A. Japan was an enemy state, and I understand 
that all most favoured nation agreements during a state of war fell to the 

ground. As far as I know at the moment Japan does not receive most favoured 

nation treatment. 


Q. She is still an enemy alien?—A. She is still an enemy country. 

Q. There is no treaty?—-A. All our most favoured nation agreements with 
enemy countries fell to the ground, and at the present time we do not give most 
favoured nation treatment to Japan nor to Germany. We have given most 
favoured nation treatment to Italy because a peace treaty has been made with 
Italy. 


7 
‘ 
By Mr. Low: 


By Mr. Quelch: 


Is it being given to all countries other than enemy aliens?—A. Yes. In the 

: case of Canada we give most favoured nation treatment to a very large propor- 
tion of all the countries. 

Q. Is that just a temporary situation? Is it the intention to stop doing that 

| —shortly?—A. Well, in our own case we have extended the Geneva reductions 

to all the countries with which we have most favoured nation agreements, but 

__we have not committed ourselves to do so. We have not committed ourselves 

] to continue to do so. We are doing it in the meantime. We are entitled under 

7 the Geneva Agreement to withdraw the Geneva concessions from those countries 

that have not signed the agreement if we wish to. In the meantime we have 

extended it to them in the expectation these other countries will similarly make 

reductions under the Geneva Agreement. We are allowing a period of time 

in which these things may be carried out. If the other countries do not give us 
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similar concessions we are entitled to withdraw our most favoured nation 


privileges to those countries. If they do not give us concessions the government ~ 


will have to decide whether it wishes to continue to give most favoured nation 
treatment or if it wishes to withdraw such treatment. 


By Mr. Timmins: . 

Q. We are under an impediment when we do that. We may be under the 
penalty of losing certain other concessions.—A. That is right. If we withdraw 
most favoured nation treatment from any country they, of course, are at liberty 
to withdraw them from us. The government has to decide where the balance of 
advantage lies. ? 

Q. To get back to my first question, under Geneva the United States 
lowered her tariffs on quite a number of commodities to us.—A. That is right. 

Q. But we do not get any advantage over Russia in respect of that reduc- 
tion of tariff because although Russia is not a member of Geneva she had an 
agreement— —A. With the United States. 

Q. So to that extent— —-A. Concessions are extended to Russia in the same 
way they are extended to us, but there 1s one very important point here, and Mr. 
Kemp referred to it. That is that the items on which reductions were made at 
Geneva were only items which were of principal interest to the countries which 
were at Geneva. The United States did not make reductions and Canada did 
not make reductions on items which were of main interest to countries which 
were not at Geneva. In other words, we did not negotiate about those com- 
modities which were of main interest to countries which were not at Geneva. 


By Mr. Michaud: 

Q. For example, as to seed potatoes we are the only country which can 
expect to be able to sell seed potatoes to the United States?—A. That is correct, 
and therefore a concession on seed potatoes was in fact, although theoretically 
available to everybody, chiefly of interest to us, and that was the case in every 
commodity that was undertaken for negotiation. ‘There were some commodities 
in which countries not at Geneva had some interest but they did not have the 
main interest. Of course, they may get some incidental benefit out of that 
interest, but the main benefit will go to the countries which were at Geneva 
because only those commodities were taken which were of principal interest to 
the countries at Geneva. To that important extent there is a distinction made 
between countries that signed at Geneva and countries that did not sign. 


By Mr. Jaencke: 
Q. Provided trade remains on the same trend?—A. That is right. 
Q. Was there any commitment by the countries, by the United States, for 
instance, not to renew these most favoured nation agreements when they expire? 
—A. No, but it was anticipated at Geneva that the other countries which were 


not there would, in the relatively near future, all of them undertake to negotiate 


for reductions of their tariffs, and to join the Geneva club. At Havana there 
were 51 countries present. At Geneva there were only 23. At Havana 51 
countries were present and some 50 of those countries signed the final Act. 


By Mr. Michaud: 


Q. Is Russia one of them?—A. No, Russia was not one of them. If 
countries accept the charter which was concluded at Havana they take the 
obligation to enter into tariff negotiations with each of the other countries. If 
they do so to the satisfaction of the members of Geneva they then can join 
the Geneva club, and they will give concessions and receive concessions. The 
expectation is that these tariff arrangements will be spread to include practically 
the whole of the rest of the world, and then we will all be in the same position. 
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By Mr. Low: 


(. At the present time the only concessions that Russia gets will be by 
virtue of the agreement between herself and the United States under most 
favoured nation?—A. That is correct. 

. Q. Not as a result of Geneva?—A. That is right. 


By Mr. Quelch: 


@. You would say that Canada as a whole on balance benefited by the 
manipulation of the tariffs as carried out at Geneva?—A. Yes. 

@. Would you say any one single province was penalized as a result of the 
gain for Canada? . For instance, we have been given the case of British 
Columbia. They appear to have been penalized on the question of apples and 
the question of salmon. Would you say that certain other benefits they got 
would more than balance those losses?—A. My own personal opinion—and 
you must only take it as being my own personal opinion—is that I do not 
think that any province in Canada was penalized. I think all of them benefited 
on the whole from ‘the results at Geneva. In the case of British Columbia I 
think one fact has to be emphasized, that the two items mentioned are in par- 
ticular difficulties at the moment, not because of what was done at Geneva, as 
Mr. Kemp has pointed out, but because of the balance of payment position of 
the United Kingdom. That is the real basis of the trouble at the present time. 

Mr. Low: Taking that into the future— . — 


By Mr. Quelch: 


@. We are overcoming that difficulty with regard to other exports in rela- 
tion to agricultural products by exporting such things as wheat, meat and pork. 
—A. Yes. It so happens that apples and salmon are not regarded ag essential 
‘foodstuffs, by the United Kingdom at this time. That is an unfortunate fact. 
While we are selling wheat and bacon and so forth they are placed on a higher 
priority by the United Kingdom than are apples and canned salmon. They 
have not got enough dollars to buy everything they wish to buy; they have to 
make a choice and in that choice they have not placed salmon and apples in-a 
high priority. That is the unfortunate fact, and it is due to the shortage of 
dollars. 

The present difficulties of these two cases are entirely due to that situation. 
I fully agree with Mr. Kemp that whatever was done at Geneva it had no res- 
ponsibility for this present situation; it has to be solved in some other way. 


By Mr. fraser: 
Q. Rolled oats is in the same position?—A. Yes, rolled oats is in the same 
position, because they are not placed in a high priority. 
@. No, but they will take luxury goods, such as puffed wheat and puffed 
rice, but not rolled oats?—-A. That is something which is in their hands. 


By Mr. Low: 

Q. What about the future situation?—A. In the future, sir, we have 
reduced preferences; that is true; but the preference still remains a fairly 
significant preference. We will still take advantage of those markets. In return 
for the reduction of preferences; we got concessions elsewhere. It remains to 
be seen whether the concessions are equal to the losses. 


By Mr. Quelch: 
Q. What would be the incentive to bring non-participating nations into 
Geneva if at the present time they are going to get the benefits and not take on 
the obligations?—A. Of course, the benefits are in large measure only incidental. 
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They do not get any benefits on the commodities which they are most interested 
in exporting to the Geneva countries, because no concessions were given on them; 
if they want concessions they will have to come and negotiate. The benefits 
they now receive are purely incidental benefits, they do not apply to the main 
items on which they are interested, because we did not negotiate about them. 
And so the incentive is to come along and get concessions on the main products 
in which they are interested, and they must come and negotiate. 


By Mr. Fraser: 


Q. If we have a horse to sell they must come and buy it? 
do not want to trade in horses we cannot make them. 


A. Yes, if they 


By Mr. Quelch: 


Q. If we needed that horse we-would give a concession for it—A. If we 
wanted that horse and it is advantageous to us we are prepared to do business. 
Of course, we have the further situation, that even those incidental benefits may 
be withdrawn from them if we choose to do so. We are perfectly at liberty to 
withdraw them; and in our own case we have only provisionally made those 
incidental benefits available, and the government at some stage will be free to 
decide whether it should continue to do so. If it decides not to do so it would 
be perfectly free to withdraw them. 


Mr. Mareuis: Mr. Chairman, I move we adjourn. 


The CHAIRMAN: Before we adjourn there is one question that has troubled 
me for some time. We have been on this subject here off and on since the 12th 
of March. We have been sitting nights and we have been giving advantage to 
the other committees who were sitting mornings and afternoons. I thought we 
might consider now sitting in the morning or afternoon. I think in order to be 
able to get through with this Geneva treaty we will have to do that; and, 
further, there are I understand three other bills which going to be referred to 
us beside the Loans Companies Act. I thought it might be a good idea for next 
week for us to advance the number of our sittings and the time of our sittings, 
but I am in the hands of the committee to decide what we should do about that. 
Could we sit on Tuesday? 

Mr. Fraser: The budget is supposed to come down next Tuesday. 


Mr. Timmins: Some of us are on three committees and when they all sit 
at one time it is rather a disadvantage. It is better if one is only on two 
committees. 

The CHamMan: I know, but it is a question of when we are going to finish 
with this Geneva agreement. | 

Mr. Jannickrn: How about sitting Monday morning? 

Some Hon. Mempers: Oh, no. 

The CuarrMAN: What about Tuesday morning and afternoon. I see 
that veterans and prices are sitting on Tuesday, 

Mr. Low: And there is also the special committee on rules. 

Mr. Timmins: And industrial relations. 

The CHARMAN: Well, we will leave it this way. We will sit on Tuesday 
in the morning and afternoon, and we will sit on Thursday, morning, afternoon 
and evening. We have Mr. Oakley coming on that day, and we will have to 
accommodate him. The committee stands adjourned until Tuesday next at 
4 o’clock, and we will sit three times on Thursday. 


The committee adjourned. 
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MINUTES OF PROCEEDINGS 


Housr or Commons, Room 430, 
Tuesday, May 18, 1948. 


‘% The Standing Committee on Banking and Commerce met at 4.00 o’clock p.m, 
_ Mr. G.-Edouard Rinfret, Vice-Chairman, presided. 


Members present: Messrs. Argue, Arsenault, Black (Cumberland), Black- 
more, Breithaupt, Coté (St.-John’s-I berville-Napierville), Fraser, Harris 
(Danforth), Jackman, Jaenicke, Low, Marquis, Probe, Rinfret, Timmins. 


| In attendance: Mr. H. B. McKinnon, Chairman of the Tariff Board; Mr. 
J. J. Deutsch, Director of the Economie Relations Division, Department of 
Finance; Mr. H. R. Kemp, Director of Commercial Relations Division, Mr. 
A. L. Neale and Mr. G. C. Cowper, of the Department of Trade and Commerce. 


The Vice-Chairman read a communication from Mr. T. Oakley, President, 
Canadian Importers and Traders Association, Inc. (See today’s Minutes of 
Evidence). 


4 Some discussion took place concerning future sittings. It was unanimously 
agreed that the Committee would sit at 4.00 o’clock p.m. and 8.30 o’clock p.m. 
on Thursday, May 20, 1948, and again at 10.30 o’clock a.m. on Friday, May 21. 

The Committee then resumed the adjourned consideration of the Final Act 
of the Second Session of the Preparatory Committee of the United Nations 
Conference on Trade and Employment, held at Geneva from April 10 to 
October 30, 1947. 


4 Mr. Deutsch was called and examined thereon. 


At 6.00 o’clock p.m. the Committee adjourned to meet again at 4.00 
o'clock p.m., Thursday, May 20, 1948. 


» ANTOINE CHASSE. 
| Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Housr or Commons, 
May 18, 1948. 


The Standing Committee on Banking and Commerce met this day at 
-4p.m. The Vice-Chairman, Mr. E. Rinfret, presided. ' 


The Vicn-CuHairmaNn: First of all I want to inform you I have here another 
letter from the Canadian Importers and Traders Association. 

I find that it will be impossible for me to get to Ottawa next week 
as I had hoped to do. I have two English manufacturers arriving next 
week for the Canadian International Trade Fair whom I have asked to 
be my guests. Our time promises to be so fully occupied with matters 
pertaining to the Canadian International Trade Fair that I am afraid 
it will be impossible for me to find time to go to Ottawa until it is over. 

It has occurred to me and my colleagues that we could present our 
views to your committee in the form of a brief, if you would like us to 
do so. | | 


Will you please advise me. 


: That letter is dated the 14th of May, 1948. Is it the wish of the committee 
that we communicate with Mr. Oakley and ask him to submit a brief on the 
— question? 


Mr. Low: Yes, I would say so. 
The Vicr-CHarrMAN: All right. 
Carried. 


We had put Thursday night aside for Mr. Oakley and the Canadian 
Importers and Traders Association. I suppose we can continue with Mr. Deutsch 
at that time. On Thursday morning we thought we might have another meeting. 
_ I find that it is impossible for me to be here on Thursday morning but I will be 
_ here Thursday afternoon. May I suggest that we have another meeting on Friday 
morning and maybe on Friday afternoon with the hope that we may finish with 
Mr. Deutsch by Friday night. 


Mr. JAENICKE: Yes. It is not only that. I heard the Minister of Finance 
_ pass a remark that the income tax bill will come to us, too. 


| The Vick-CHAIRMAN: If it is possible I think we should finish this week with 
_ this matter. | 


Mr. JAcKMAN: I expect the budget debate will be resumed on Friday. 
Mr. JAENICKE: I expect so. 
Mr. JACKMAN: If we meet on Friday we conflict with that. 


Mr. Jarnicxe: Unless you are the financial critic I do not know why we 
cannot meet. 


Mr. JACKMAN: We are all financial critics in this committee. 


The Vice-CHAIRMAN: Can we agree that we will sit on Thursday afternoon, 
Thursday night and Friday morning? 


Mr. JAENICKE: That suits me. 
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J. J. Deutsch, Director of Economic Relations Division, Department of 


Finance, recalled. 


The VicE-CHAIRMAN: The last time Mr. Deutsch was with us we stopped at 
the consideration of subsection 3 of article III. Are there any questions on 
subsection 3 of article III? Are there any questions on subsection 4 of article III? 
Are there any questions on subsection 5 of article III? Are there any questions 
on article IV, Special Provisions relating to Cinematograph Films? 


By Mr. Jackman: 


Q. Perhaps Mr. Deutsch might explain exactly what this covers? I suppose 
this is a concession to the United States, is it, a concession to United States 
producers?—A. Yes. The point of this article is that it recognizes that the 
imposition of duties and tariffs is not an effective form for protecting the national 
producers of films. Most countries which have endeavoured to protect their film 
industries have used quotas rather than duties. This article says that such quota 
systems may be continued. It says where such quotas are applied they must be 
applied in a non-discriminatory manner. In other words, most favoured nation 
treatment must be given. 

Q. The regulations are all against importation, not upon the export of the 
royalties?—A. That is right. This simply states that countries may, if they 
wish to, put quotas on foreign films. | 

Q. In other words, if Canada were to put a quota against American films 
coming in the same quota regulation would have to apply against British films 
coming in—A. That is right. You can use quotas, but if we do use them they 
must be non-discriminatory. That is what the clause says. 


The Vice-CHArrMAN: Are there any other questions on this? 


By Mr. Timmins: 


Q. What did we work out at Geneva in respect of quotas, anything as — 


between ourselves— —A. No, we had in the past a small duty, and the situation 
was bound. We did not negotiate any quotas at Geneva. 


By Mr. Marquis: 


Q. Canada has the right to fix her own quota provided that the same quota 
is applied to other countries as to the one to which it is fixed—A. Yes, provided 
that the treatment is not discriminatory. Generally the way it is done is that the 
theatres are required to show a certain quota of national films. That is usually 
the way it is done, and then they are allowed to import films over and above 
that quota. In the allowance to import you must lay down a restriction that they 
must take so many from the United States and so many from the United King- 
dom. Theatres must be given their own choice in determining where they get 
their films. ; 


By Mr. Timmins: 


Q. That is rather an academic matter in so far as Canada is concerned.— 
A. Yes. 

Q. Because we do not manufacture films?—A. No. As a matter of fact, 
this was mostly for the Briitsh and for the French and New Zealanders. The 
New Zealanders have a quota system whereby they gave a preference to the 
British films. You will see later on in this clause near the end of it a statement 
saying that such preferences as were in existence may be continued. Therefore 
that enable New Zealand to continue to give a preference to the United 
Kingdom, but does not allow the establishment of any new preferences. 
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By Mr. Jaenicke: 


@. How would that preference be established, by the number of films 
allowed in?—A, Usually what they do is this. If they want to protect their 
own industry they usually require their theatres to show a certain proportion 
of national films. In the case of New Zealand they would say they have to show 
a certain proportion of British films. New Zealand has no industry of its own, 
so the way they have it is that the theatres must show a certain proportion of 
British films. 

Q. We have no such regulation?—A. No. 


By Mr. Timmins: 
. We have no preferences in so far as the United Kingdom is concerned?— 
A. Not by quota. 


By Mr. Jaenicke: 
Q. Is the duty still in existence in Canada?—A. There is a small duty. 
Mr. McKinnon: One and a half cents a foot. 


Mr. JAmNICKE: Does that apply to the British as well as to the American 
films in the same way? 


Mr. McKinnon: Yes. | 
The Vice-CHairMANn: Any other questions on this article? 


By Mr. Jackman: 


Q. The section is obviously for the protection of the American producers. 
We have no way of getting around the non-discriminatory feature as we 
have in the cotton textile industry. For instance, there is no conceivable 
base I can think of where we could relate back to heavy importation of British 
films and thus cut down the American. If we were to put a flat quota relating 
to American importations it would have to allow very heavy American film 
importations because there are not very many British films available?—A. That 
is right. 

Q. We cannot relate it back to anything that would give a soft currency 
debtor country like Great Britain a preference, can we?—A. Not by the formula 
we have used in the case of commodities. I do not think it would give a very 
good result, as you point out. We would not have a base period in which 
British films were a very large factor in the situation. 

Q. This is really a concession to the Americans.. I presume they battled 
very hard for the film industry, did they?—A. Yes, because their film industry, 
as you know, has had great difficulties in recent years in their export market. 
Everywhere they have been cut down very severely, and the United States 
was very anxious to get something in here. This does not prevent domestic 
protection, but it does prevent discrimination against them. That is all this 
article does. 

@. What form of domestic protection could we have resorted to?— 
A. Ourselves? 

Q. Yes.—A. If we wanted to we could have imposed a quota, in effect 
a quota on American films coming to this country, on all films coming to the 
country. 

Q. That means we do not get any films?—A. In our case it is not appropriate 
because we do not have any industry. If we had the idea we were going to 
promote an industry in Canada by means of protection we could have used 
this clause. 
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By Mr. Jaenicke: 


Q. But we now do it by way of tariffs?—A. We have now bound the item. 

Q. We have bound the item?—A. Yes, but at that time we could have refused 
to bind it and used the tariff for protection, but tariff has never been. an 
effective method of protecting the film industry. 


By Mr. Low: 


Q. Why ?—A. It has to be a sort of fantastic thing to get any real protection 
out of it. In the first place, where you are starting off in the film industry it is 
very difficult to counteract the superior appeal of Hollywood. Unless you put 
an absolute prohibition in the way or an absolute quota in the way it is very 
difficult. That is what other countries have discovered. The only way to handle 
it is to put a quota on and require your own theatres to show a certain proportion 
of your own films. Then you are sure those films will not come in. They will 
jump almost any conceivable tariff. , 


By Mr. Jackman: 


Q. I wonder if you can tell me what Canada could have done in this case. 
We are losing a lot of our precious United States exchange for the payment of 
royalties to the American producers, and on certain other commodities such 
as vegetables from the United States we have put on no prohibition or embargo 
whatsoever. According to Mr. Howe Canada was supposed to get some kind 
of quid pro quo for that by way of United States producers doing certain work 
in Canada and spending certain of their Canadian or even United States 
exchange in this country. If the American producers had not been agreeable 
to that wherein lay our bargaining power?—A. You are now referring to our 
exchange controls. We have under the escape clause— 


Q. As to that escape clause, in no place have we exercised any jurisdic- | 


tion by reason of the authority given to us under the escape clause re exchange, 
have we?—A. Yes. You see in the first instance this agreement does not 
permit you to put quotas on imports except under the balance of payment 
escape clause. Now, we have done so. 

Q. All by reason of the currency situation?—A. The general balance of 
payments situation. We have invoked the balance of payments clause of this 
agreement, and our present quotas and prohibitions have been put on accord- 
ing to the provisions of the balance of payments escape clause here. 

Q. But under the escape clause through balance of payments we were 
allowed to discriminate?—A. Yes. 

Q. We have not resorted to discrimination under the balance of payments 
escape clause?—A. That is true. We have not used the escape clause in all 
its application, that is right, but we have used the escape clause as far as the 
general balance of payments situation is concerned. We have not gone as far 
as we might go in the way of discrimination. That is true. 

Q. In view of Canada’s predicament, and imminent predicament, in regard 
to hard currencies would you have thought it against the spirit of Geneva or 
Havana if we had used discrimination in regard to imports from certain 
~ eountries?—A. I would like to answer your question, but we are now straying 
off into another part of this charter which we will come to shortly, and if we 
keep on with this discussion we are likely to get crisscrossed. It is not that 
I do not want to answer your question. It is just that it might be more orderly 
to discuss that when we come to the balance of payment section. 


‘By Mr. Timmins: 
Q. May I ask one more question? We have a very small duty on films 
coming into Canada from all nations which are signatory to Geneva. If we 
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} at some time desire to protect the Canadian industry are we in a position to up 
those tariffs?—A. No, the tariff is bound although this agreement is only for 
a term of three years. ; | 

Q. 19512—A. Yes. Suppose between now and then the government decides 
that they want to protect the domestic industry; at the end of that three year 
period they would simply tell the other countries that they did not propose to 
bind that rate again. 

@. And then new treaties would have to be negotiated—-A. New negotia- 
tions would have to take place. Other countries might say, “If you are going 
to unbind this particular rate then you either have to give us an equivalent 
concession elsewhere or we will withdraw some of the concessions we have 
given you.” You get back into negotiations again, but at the end of that three 
year period you are free to say that “we propose to unbind that rate.” 


By Mr. Marquis: 


Q. You say this agreement is only for three years?—A. Yes. 

Q. It is only a provisional agreement now so that it will be a provisional 
agreement until its term has nearly expired, because it probably will not be 
final before two or three years?—A. It may not be. The expectation now is 
that it will become ratified some time next year. 

Q. Perhaps when it becomes final another agreement may be drafted.—A. 
We do not know what the future holds. 

Q. It may be changed—A. We do not know precisely what the future 
holds, but the expectation now is it will be ratified some time during next year. 
This three year period I was talking about began on January 1, 1948, and it 
will run until January 1, 1951. I may say at that point it does not expire 
automatically. It only expires on notice of termination. If nobody gives notice 
of termination it runs on. 

Q. It is like a lease?—A. Yes. 


By Mr. Black: 


Q. What notice has to be given by one country to another of termination? 
—A. We are coming to that. That is another section. We might leave that 
until we get there. 

The Vice-CHairMAN: Are there any questions on article V, Freedom of 
transit? 


By Mr. Fraser: 


Q. This would deal with trucks coming into Canada and out again, which 
we discussed once before——A. Yes, sir. 


By Mr. Timmins: 


Q. What benefits, if any, do we get under this section? We have not any 

similar routes over American territory as they have over our territory?—A. I 
believe we have 5,000 miles of railway lines in the United States. 
Q. I was thinking more of truck transit——A. Oh, trucks; this covers all 
forms, railway, truck and water. Under this article countries agree to allow 
the traffic of another country, a member of this club, to move across their 
territory subject to reasonable regulations and conditions. 


By Mr. Probe; 
Q. By that you mean provincial licensing, and the usual provincial pro- 
hibitions and regulations?—A. That is right. It does envisage the imposition 
of reasonable regulations, in other words, the payment of reasonable fees and 
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meeting reasonable conditions, and so forth. You are not required to let et 
traffic pass without meeting your reasonable requirements. In other words, - 


they must pay reasonable fees and they must meet reasonable conditions, 
and so on. 

Q@. And those conditions are automatic, that is, if a province sets up 
certain conditions for its own trucks such as licence fees, those same conditions 
must be met by these people—A. Certainly ; those would certainly be reason- 
able conditions. In other words, if you have imposed certain conditions on 
your own trucks the imposition of those conditions on foreign country trucks 
is certainly reasonable. 


By Mr. Marquis: 

Q. There was an application made in Ontario for a permit of that kind, 
and the American consul appeared before the board. I do not know if that 
comes under this provision—A. Yes, this is the provision under which that 
came. A trucking company applied, as I remember, and the consul came 
along to support the trucking company’s application. It was an American 
trucking company. 

Q. It would be subject to the provincial regulations of that province?— 
A. Yes, because the province lays down the conditions regarding the use of 
roads. I understand the provincial board heard the application, and as far 
as I know no decision has yet been made by the provincial board, but it was 
envisaged in this clause that reasonable regulations would have to be met. 


By Mr. Timmins: 
Q. Such as a charge for mileage, we will say?—A. Certainly; it was 
envisaged that reasonable charges would be made for the use of the roads. 
Q. Down in the western part of Ontario we have one line running across 
there, have we not?—A. Railway line? 
Q. No, a truck service from Windsor to— A. Buffalo, Fort. Eriete the 
Americans usually run from Buffalo to Detroit. 


By Mr. Marquis: 

Q. Did that line exist before the agreement?—A. Well,— 

Q. It was operated?—A. No. Generally speaking the Canadian government 
did not allow trucks to go in bond across Canadian territory except during 
the war. During the war the Canadian government allowed American trucks 
to carry war materials, or goods essential to the war effort in bond across 
southern Ontario as a wartime measure. 

Q. Has the same privilege not existed for Canadian trucks through Maine? 
—A> Yes. 

Q. Is there not a line existing now?—A. I do not know, but if Canadian 
trucks wanted to go across Maine territory they would have the privilege under 
this clause to do so. 

Q. You do not know if there is a line existing now? I have been told 
there is one-—A. I have been told also there is some interest there. 


By Mr. Timmins : 

Q. It would have to start on Canadian soil and end on Canadian soil, 
would it not, to come within the section?—A. That is true. This applies to 
traffic moving across a territory beginning in another country’s territory and 
ending in that other country’s territory. 

Mr. Harris: I should like to put something on the record for information. 
The witness mentioned Detroit and Buffalo. Trucks from Detroit would be 
sealed by the bonding officers of the Canadian government? 


The Witness: That is right. 
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Mr. Harris: At the port of entry, Port Huron, and the Canadian govern- 
ment officers would examine them as well when they went into the United States 
at Buffalo? 

The Wirness: That is right. 


Mr. Harris: Just as a matter of information to the committee I should 
like to put a statement on record as to what happened some years ago. In 
fact, I think it was before the war or during the war. The traffic is not very 
desirable traffic for the people living between Detroit and Buffalo. They do 
not like to see our highways being used for that purpose and destroyed and 
what not. It makes quite a traffic artery which is quite a nuisance to the 
residents of the district. The point I want to be abundantly clear on is there 
no possibility of any collection of merchandise, for example, by the trucks. 
There is no possibility of the collection of any merchandise by the trucking 
services which you are thinking about, collection en route, as an example? 


The Witness: No. 


Mr. Harris: Let me raise one point which actually happened during the 
last ten years. The ownership of these trucks was put in the name of Indians. 
The Indians owned these trucks. The native North American Indian can 
cross the border forward and back without let or hindrance. He is as much 
a citizen of the United States as he is a citizen of Canada. When this privilege 
was denied of collecting goods between Detroit and Buffalo, the Buffalo trucking 
company to get over the difficulty cireumvented it by putting ownership of 
the said trucks in the name of Indians. The Indians driving those trucks, 
which they were supposed to own, came into Canada and made their collections 
and returned back to Buffalo or went to Detroit with collection of Canadian 
merchandise bought on the market here, and in turn sold such merchandise 
at highly inflated prices to the Buffalo and Detroit buyers. I just trespass 
on the time of the committee long enough to put this on the record. I wonder 
whether it would be possible to control this. It has nothing to do with this 
Geneva trade pact, but I did wish to put it on the record. Thank you, 
Mr. Chairman. 


The Vice-CHAIRMAN: Are there any questions on Article No. VI? 


By Mr. Timmins: 

Q. I am still on Article V. You mentioned something about there being 
5,000 miles of railway line which Canada uses over United States territory. 
Those lines would not start on Canadian soil?—A. No. 

Q. That is a different thing?—A. I was not referring there to the lines which 
simply start on Canadian soil and end on Canadian soil, although there are 
quite a number of those. 

Q. In the old days, the Canadian National used to run down through 
Minnesota and back up into Canada again?—A. That is right. 

Q. That does not prevail any longer?—A. I do not think so, in that particular 
case. We have a line running across Maine, starting on Canadian soil and 
ending on Canadian soil. 

Q. This may be an ignorant question on my part, but considering the Alcan 
highway, would it be possible for a United States army truck to start in the 
United States and end up in Alaska via the Alean highway?—A. Yes, I think 
so. I think that would be a case where the movement started on American soil 
and ended on American soil. 

Q@. How far would that carry? Supposing there came to be a real financial 
bonanza up in Alaska, would we have to permit that traffic backwards and 
forwards, no matter how extensive it might be?—A. When you say that, Mr. 
Timmins, it does not require you to do anything unreasonable. 

Q. Supposing the upkeep of the highway was terrific and we did not 
want to keep it up since it was being monopolized by American interests?—A. 
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We could impose such reasonable regulations in that respect as we felt were 
necessary. In other words, if the traffic were such that the people in Canada 
were pushed off the road, we could certainly put on reasonable regulations which 
would give our people a reasonable right—not only a reasonable right, but a 
legitimate right to their roads. . 

Q. I was thinking of the cost of upkeep?—A. We could require them to make 
such contribution as was necessary to keep the roads up. 


By Mr. Breithaupt: 
Q. That is covered by clause (4)?—A. Yes. 


By Mr. Marquis: 

Q. Otherwise, we would be paying for the maintenance of a road which was 
used by the Americans only?—A. We would be perfectly within our rights what 
we considered to be a reasonable fee for the upkeep of the road. 

Q. In so far as provincial rights are concerned, in order to clarify that, may 
I ask whether such a trucker would be obliged to have a provincial licence?—A. 
Yes. 


By Mr. Jaemcke: 

Q. Supposing there is a complaint made that the licence fee is unreasonable? 
What will we do about it?—A. In the first instance, we will say it is reasonable. 
After all, if you are going to come here, you have to pay the fee. If you do not 
pay it, you cannot come here. : | 

In practice, what would happen would be this: we would say our fee is so 
and so. Some might say, “We are not going to pay that fee’. Then, we would 
reply “You cannot come on our roads if you do not pay this licence fee.” If the 
country aggrieved were the United States, for example, the United States might 
say, “No, we think you are being unreasonable.” They must then make their 
complaints to the committee of the contracting parties. 

Q. Supposing this committee says it is unreasonable, what will we do with 
our province?—A. If the committee says Canada is acting unreasonably, they 
will then make a recommendation to Canada setting out that, in their view, we 
are being unreasonable and we should modify our position. Suppose we do not do ~ 
so? We say, regardless of what the committee thinks we are going to stick to 
our decision. In that case, what will happen is this: the United States then will 
have a clearance from the organization to remove certain concessions from us. 
In other words, the United States has given us concessions in tariffs on one thing 
and another in the agreement. They will then be entitled to withdraw certain 
concessions. | 

Q. This article really has nothing to do with international trade. What has 
this clause got to do with international trade?—A. It is not connected with it in 
every instance, but there are— _ 

Q. So far as the United States and Canada are concerned, I mean. [I can 
see where it would in Europe —A. This is a different matter in Europe. | 

It seems to me that, at this point, we need to keep in mind we are talking of 
a new form of transportation. This sort of privilege has been accorded by each 
of these two countries to the other for a long time so far as railways are concerned. 
You could make the same argument with respect to railways or air transport. 
Why should we allow American traffic to move across Canada or why should the 
Americans allow Canadian traffic to move across the United States?—A. A long 
time ago, that was settled. Both countries consider it to be advantageous, as a 
whole. The difficulty arises when we come along with a new form of trans- 
portation. The only thing that is suggested here with respect to this new form 
of transportation is that we should give one another the same privilege as were 
accorded with respect to railways. The principle was settled long ago. The only 
‘ssue is that a new form of transportation has arisen, namely highway trucking. 
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By Mr. Probe: 

Q. Up until now, we have been speaking of traffic which begins and ends in 
the territory of one of the parties. Would this article be applicable, say, to 
traffic commencing in Windsor and ending in Mexico City, or traffic across the 
borders of another, into a third country?—A. Yes, this would also apply. Fur- 
ther down in the article, it is mentioned. 


By Mr. Fraser: 


Q. The way I look at this, Mr. Chairman, is that all we can charge in 
Canada is the same rate as would be charged a provincial truck. I do not think 
we can get away from that?—A. That would be one of the first things that would 
be looked at in considering whether it was a reasonable charge. What are you 
charging you own trucks; that is quite true. However, I do not think you are 
necessarily limited to that. If some particular situation arose out of the fact 
foreign trucks were running, I think that could be recognized. In other words, 
if the fact foreign trucks were running across our territory meant that the traffic 
on the road was tremendously increased, that would be a situation which would 
have to be taken into account. 


_ By Mr. Low: 

Q. Take the truck-train situation during the war in the province of Alberta. 
While they were building the Alean highway, we had that problem to contend 
with. It did create a very serious situation on the highways.—A. I think where 
you have a serious situation created, you can take that into account. You are 
not required to allow people to go across your roads and destroy them. 


By Mr. Fraser: 


Q. During the war those trucks which were used on the Alcan highway were 
not paying into the coffers of the province?—A. That is true, there were some 
special arrangements in that connection. 

Q. I suppose these trucks would pay into the coffers of the province, but 
ts would have to have the same rate as pertained in the United States or in 
Mexico? 


By Mr. Low: 
Q. Even in peace-time, we have truck-trains going across our territory into 
Alaska. We have to put on a special regulation because they pound the highways 
to pieces.—A. I would think you were quite entitled to do that. 


By Mr. Marquis: 


Q. If a road crossed the parts of two provinces and one province objected to - 
the granting of a permit for a truck line, I understand it would be impossible for 
the United States to establish that line?—A. I think a province could do that. 
You are quite right, sir. A province, if it wished, could say we will not let trucks 
cross. After all, the roads are provincial property. 

What would happen then? So far as this agreement is concerned we, as the 
federal government, are obliged to use our best offices, to use diplomatic language 
in this case, to try to see that a province helps to carry out this agreement. If a 
province refuses, we cannot do any more than that. 

@. There is another aspect of the problem. You see, we can take out a 
licence in Ontario or Quebec and travel throughout this country. If the operators 
of a United States bus line took out a licence in Ontario or Quebec, perhaps the 
province may object because the company was not domiciled in Canadian terri- 
tory?—A. Yes, they would have to meet the provincial requirements. 


By Mr. Low: 
Q. We, in turn, would have to meet the state requirements?—A. Yes. 
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By Mr. Marqus: 


Q. In what section do you find that reference to the provincial situation?— 
A. That is not in this particular clause, only. You see, in the case of the federal 
states, a new problem arises all through the agreement on that question. The 
position of the provinces was discussed quite thoroughly. The United States has 
the same problem with respect to their states. We agreed that all we could do 
nere was to make commitments so far as the federal government has authority 
to make them. It cannot commit a province, you see. We made that quite clear. 
We always made that quite clear to everybody. We cannot commit a province. 
All we can do is to use our best offices to try to persuade the province to help us 
carry out this agreement. 

Q. If there were a proviso in the agreement, I would prefer it because 
some provincial government may say we are legislating on matters pertaining 
to provincial jurisdictions and might criticize this legislation. I have not 
had time to examine the whole agreement, but if there were some kind of 
provision in the agreement with respect to that, I should like to know about it. 


By Mr. Probe: 
Q. It would be a good argument for the building of a. trans-Canada highway. 


By Mr. Timmins: 


Q. Are we not getting away from our field? Those rights are inherent as 
between the provinces and the federal eovernment?—A. This same question 
arises in several places. 

The Vice-Cuamrman: Are there any questions on article VI? 


By Mr. Timmins: 


Q. In respect of anti-dumping duties, might I ask a question? Let us 
consider, for a moment, boots and shoes. Apparently, we did not make any 
appreciable impression on the Americans in respect of lowering the duties on 
Canadian shoes going into the United States?—A. I do not know, offhand. 
That is Mr. Kemp’s field. Do you know, Mr. Kemp? 

Mr. Kemp: That would be a Czechoslovak item, anyway. 

The Wrrness: We are not the principal suppliers of boots and shoes. 


By Mr. Timmins: 


Q. Take it the other way, then. The United States can manufacture boots 
and shoes a great deal cheaper than we can here. Supposing our local price 
for a certain shoe is $12 and the United States can put that shoes into our 
market at $10. Ordinarily, I suppose the anti-dumping tax we would charge 
would be $22—A. No, it depends on what price the shoes are sold at in 
the United States. The anti-dumping clause only comes into play when there is 
dumping. “Dumping”, in the sense of the word here and in the sense the 
word dumping is usually used is that the goods are sold abroad at a price 
that is lower than the price at which they are sold at home. 

If the shoes were sold in the United States at $10 and were also being sold 
in Canada at $10, there is no dumping, so the anti-dumping clause would not 
come into effect in that case. The only thing which would come into effect 
would be your duty. 

Q. Could you give us an explanation of these words at the end of the first 
paragraph, - 3 

Due allowance shall be made in each case for differences in condi- 
tions and terms of sale, for differences in taxation, and for other differ- 
ences affecting price comparability. 
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—A. Well, this first paragraph, Mr. Timmins, defines what is meant by. a 
- margin of dumping. It goes on to say that ‘where a price is less than a 
_ comparable price, in the ordinary course of trade, for the like product when 
_ destined for consumption in the exporting country—” In other words, if the 
- goods are exported abroad at a price less than that at which they are sold at 
- home, then there is dumping, you see. In that case, you can put on the anti- 
-_ dumping duty. 
Now, it goes on to say, when you are making that comparison between the 
export price and the domestic price, you must make due allowance for the 
terms of sale, for differences in conditions and so on. I think that is reasonable. 
_ Suppose you are selling at home on long-term credit arrangements. You give 
credit for six months or a year. When you are selling abroad, you are charging 
cash. Obviously, when you are charging cash you can sell for a little less 
than when you are selling on credit. 


By Mr. Low: 


. Q. Or when there is an 8 per cent sales tax at home?—-A. Yes, and no sales 
tax abroad. These are all reasonable items which you must take into account. 

_ when you compare the two prices. Is there any credit involved? How big are 
the quantities? Naturally, you could sell a large quantity at a somewhat 
lower price than you could sell a very small quantity. These are things which 
are considerations in ordinary commercial practice. 

Q. In any case involving a dispute as to what constitutes dumping, who 
_ makes the final decision?—A. In the first instance, Mr. Low, the country 
- in which the goods are dumped makes the decision. In other words, if Canada 
_ believes the goods coming in here—our customs department decides there is 
F dumping. That department goes ahead and imposes dumping duties. Then, 
_ there could be a complaint. It may be complained that we are applying dump- 
_ ing duties when there is no dumping. We say, “No, we are not; we can prove 
_ there is dumping”. First of all, we consult amongst ourselves to see whether 
; we can agree. If we cannot agree, and if the United States were involved 
_ for instance, the United States could go to the organization and say, Canada is 
_ applying dumping duties which are not in accord with the provisions. Then, 
5 we would have to go and make out our case. 


By Mr. Breithaupt: 


| Q. How could you prove there is dumping, if the effective machinery is 
not available? During the war, regulations were changed. Is there any effec- 
_ tive machinery now available to check on whether or not there is dumping ?— 
A. The usual machinery is worked through the Canadian Customs Department. 
4 I am not sure whether or not they are doing it just now. I do not think they 
are doing it now. They would have methods for getting information about the 

prevailing prices in the other country. Supposing boots and shoes were 

involved. Suppose our suspicions are aroused that American boots and shoes 
are being dumped into Canada. The first thing the customs department has 
to find out is the prevailing price for those boots and shoes in the United 
; States. They could either do it by direct access to the information, or they 
could send people down there, agents or officers, to find out. In some cases, 

they. do that. 

 Q. That is what I want to get at. Are those officers now functioning, do 
you know?—A. No, I do not know. I am under the impression they are not. 
Do you know anything about that? 

Mr. McKinnon: I do not think they are functioning again as they did in 
the pre-war days. 
The Wirness: During the war, we discontinued the application of dumping 

egislation. At that time, a lot of the machinery was terminated. Now, we 
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may have to re-establish those offices. I do not thik they have been established 
yet. Dumping is not a serious matter at the moment. However, it would be’. 
in a depressed situation. 


By Mr. Breithaupt: : 

Q. What are those regulations? Once this austerity program is loosened, 1t 
may become very serious?—A. Ii things slumped and a surplus developed, it 
could become very serious. In that case, 1 am sure our administration would 
get into the position of being able to administer this thing. 


Mr. McKinnon: Our investigators would again go into the field. 


By Mr. Timmins: 


Q. Take, for instance, the case of potatoes. We have had many cases in 
the past when maritime potatoes have come up to Ontario to be shipped across 
to the United States. This happens during periods of scarcity. Immediately, 
the American inspectors have stopped the potatoes in transit across the border. 
‘There have been hundreds and hundreds of cars stopped which have gone to 
waste. In the meantime, the officials would be discussing and attempting to 
determine whether or not there was dumping. Is there any machinery for hand- 
- ling those cases again?—A. Well, yes, under VI— 

Q. Handling them with despatch.—A. Under the provisions of this agree- 
ment, you cannot use such indirect devices to keep things out unreasonably. 
In other words, you can simply refuse to let your machinery operate and hold 
everything up; that is probably more protective than any duty could be. 

Q. With a perishable article, it is pretty much of a calamity?—A. In one 
of the later articles, here, there is a general undertaking that you will not. use 
your regulations in such a way as to give indirect protection. If you do, then 
the other countries have a legitimate cause for complaint. 


By Mr. Argue: 


Q. If the government here is following its stabilization program with 
regard, perhaps, to potatoes, it 1s possible, is it not, for Canada to sell potatoes 
in the United States at a subsidized price which is lower than the price prevail- 
ing in Canada?—A. Yes, that comes lower down in this article. There are two 


subjects covered in this article, anti-dumping and countervailing duties. 


By Mr. Low: 
Q. Would you explain the difference?-A. Dumping is, as I explained a few 
minutes ago, where the article is sold at export at a price which is lower than 
the price charged at home. Then, there is another situation which arises— 


By Mr. Marquis: 

Q. If you will allow me, Mr. Deutsch, may I follow up this question asked 
by Mr. Timmins? If a pair of shoes were sold at $10 in the United States and 
sold at $12 here— —A. At a higher price here? 

Q. Yes, but that price would be the regular price. Without any considera- 
tion of the changing conditions or terms of sale, etcetera, how could we protect 
our own market under this article?—A. That would not apply; this article . 
would not apply. This is the reverse of dumping. ! 

Q. The American shoes would come in freely on our market and compete 
with Canadian shoes?—A. Well, you say they charged $10? 

Q. They charged $12 here and $10 in the United States. I presume those 
shoes would come in and compete with Canadian shoes.—A. Yes, if our people 
want to pay $12 for American shoes that were only worth $10, there is nothing 
in this article which will prevent it. 
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Q. Suppose they are sold at the same price as the Canadian article?—A. If 
they sell at $10— 

Q. If they sell their shoes at $10 and the Canadian shoes are sold at 
$12, what would be the result?—A. I did not get your point. In other words, 
sm Canadian made shoes sell for $12 and the American made shoes, the same 
shoes— 

Q. Yes, the same shoes. The same shoes and the same conditions?—-A. The 
same conditions of sale, and those shoes sell for $10. Well, if they also sold for 
$10 in the United States, there is no dumping. The only thing which comes ~ 
in between is the duty or tariff. 

Q. We cannot raise the tariff?—A. There is a tariff now or 274 per cent. 
There would have to be 274 per cent difference; in other words, $2.75. 

Q. So, my comparison is not any good. The shoes should be $8 in the 
United States?—A. If they are only costing $8. 

Q. If the shoes are made at $8 a pair in the United States and the regular 
price was $12, it will not be dumping if they sell those particular shoes at the 
regular price in the Canadian market?—A. There won’t be dumping. The shoes 
will come in. 

Q. This would create a great deal of competition for our Canadian manu- 
facturers?—A. Quite right, but that is up to ourselves. What you are saying 
is we have bound the duty at too low a rate. If that is the case, that is a matter 
of the rate at which you bound your duty. 


By Mr. Breithaupt: 


Q. The real test is what they are selling those shoes for in the United States. 
If they sell in Canada at $6 and in the United States at $8, that is dumping ?— 
A. Yes. We have a remedy against it. 


The Vice-CHArRMAN: Mr. Low asked a question. 


The Wirness: Yes, Mr. Low asked a question and I should like to answer it. 

In the other situation, Mr. Low, where a commodity is sold say at $10 in 
the United States but for export purposes the United States government says if 
you export that commodity we will pay you a subsidy of $2, this will enable 
that commodity to be sold abroad at $8. In other words, the price in the United 
States is $10, and the government says, “We want to promote the export of that 
commodity; therefore we will pay a subsidy of $2 to enable you to sell it at $8.” 
There is subsidization there, not dumping in the usual sense. This clause says 
that you can offset that subsidy by means of a countervailing duty. We would 
be entitled in that case to put on a duty of $2, regardless of the tariff we had 
bound, or anything else, to offset the subsidy. 


Mr. McKinnon: And in addition to the tariff. 
The Wrrnsss: In addition to the tariff. 


By Mr. Low: 


Q. There is one other point. Do you feel that this article amply protects 
Canada -against the possibility of dumping, let us say, from great United States 
industries which in normal times, having built up some surpluses, having paid 
their overhead costs in the United States with the product they. put on their 
domestic market, are wanting to send great quantities into Canada, and they 
can send them in perhaps cheaper than we can make them. Are we amply 
protected?—A. We are amply protected as far as dumping is concerned. 

Q. It may not be called dumping—A. And subsidy. The other question 
you raise is suppose there is no dumping. In other words, dumping is simply 
a matter of where they sell cheaper abroad than they sell at home. Suppose they 
do not do that and they sell at an equal price, but nevertheless they sell at a 
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price which our producers regard as very cheap. Then we enter into another 
realm and it is not-dumping. That gets us into the general question of inter- 
national competition. Whether or not we ‘are amply protected depends upon the 
rate of duty you have fixed. 

Q. Have fixed—A. Yes, and that is a matter in our own hands, not once 
you have fixed it, but in the fixing ‘of it you can decide what rate you will bind 
it at. 

Q. We have pretty well bound our rates?-A. As Mr. McKinnon has 
explained we bound some 1,000 rates. © 


By Mr. Marquis: 

Q. You cannot increase them?—a. You cannot increase what you have 
bound. Once you have bound it then you are left with that, but there is one 
other escape clause here. That is this, that in extreme cases where, as a result 
-of what you did at Geneva, imports may come in in enormous quantities so as 
to cause serious damage to your domestic producers there is provision here 
whereby you may withdraw that concession. That only applies to extreme cases. 


By Mr. Jaenicke: 
Q. On a primary commodity, it says here-—A. You are not referring to the 
same thing I am. It comes later on. In extreme cases, where your domestic 


industry is seriously damaged, there is provision to withdraw the concession. 


By Mr. Breithaupt: 3 
Q. Who is to decide whether it is an extreme case?—A. You decided that 
yourself. 
Q. The minister?—A. The government. 
Mr. Low: A comparable industry would likely raise the question. 


By Mr. Timmins: 

Q. Subject to final decision by the organization?—A. Not even that in this 
sense, that you make the decision. Other countries may complain. Let us suppose 
for the sake of ‘argument that other countries establish their complaint that you 
acted unreasonably. Even in that case you can still go ahead and withdraw the 
concession, but in that case other countries may withdraw some of theirs. 


Mr. Low: That is the point. 


By Mr. Breithaupt: 
Q. It opens the door for others?—A. Yes. 


By Mr. Timmins: 

Q. Mr. Breithaupt, Mr. Marquis and Mr. Low, seem to have brought this 
thing to a crux in respect to these treaties. It occurs to me like this. The 
United States can manufacture by mass production a good deal cheaper than 
we can in Canada—A. Not in every case. 

Q. Let us assume they can. 

Mr. Low: In many cases. 


By Mr. Timmins: 

Q. And Australia says, “We have got a good deal with the United States; 
we are going to be able to send our goods into the United States cheaper than 
we ever could before.’ Canada says, “We are going to have more business ; 
we are going to send more goods into the United States.” England says—and 
the members of parliament have been repeating this—‘We are going to send 
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_ more goods to the United States.” The United States are going to have to sell 
- more goods outside of their own country than they sold before, and they are 

going to be selling in the nearest market, here in Canada. Are we not going 
to meet with the situation mentioned by Mr. Marquis where that $8 pair of 
shoes is going to be sold in Canada for $8 when as a matter of fact we can 


only manufacture them in Canada and sell them for $10. Are we not going to 
be flooded? 


Mr. Marquis: Make it $12. 


The Wirness: That opens up a very general point. Just because everybody - 
else sells more to the United States does not mean that the United States must 
continue to sell equally more to other countries, because one of the great troubles 
of the present day has been the adverse balance of trade with the United States. 
If this world is going to get out of the difficulties which it is in at the present 


time it has got to end up by the world as a whole selling more to the United 
States than they did before. , 


By Mr. Timmins: 


Q. Then the United States has got to live more within itself.—A. No. 
Even in the case of the United States itself it cannot go on indefinitely passing 
Marshall plans and E.R.P.’s. 


. By Mr. Low: 


Q. They have got to learn to distribute more to their own people?—A. She 
has got to take more goods from the rest of the world. 
| Q. That is right—A. And quite frankly the United States is sponsoring 
this program had as one of its purposes the achievement of a better balance 
in this connection. They came along and were prepared to make tariff cuts 
in the United States. This is quite different to what they did after the last war. 
After the last war they came along and raised their tarifts. They have now 
come along and shown leadership in promoting reduced tariffs. 
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By Mr. Black: 


Q. Still there is no permanency to that. In some cases they are being 
remonstrated with. I see that the lobster men in Maine are protesting about 
allowing our lobsters to enter there. They want their production protected?— 
A. Certainly. 

Q. I saw a statement the other day where a big producer of copper was 
demanding that they be protected, not so much for today, but for the short 
term in the future—A. Yes, sir, I was not trying—— 

Q. I suppose that applies to individual concerns all over the United States. 
—A. I was not trying to give the impression that the protectionist has died 
in the United States, or that every interest in the United States has suddenly 

_ ceased to want tariffs. That is not the case. There are many people still who 

_ argue in favour of high tariffs. 


ae 


, By Mr. Low: 


Q. There are hundreds of pressure groups?—A. There are many press#e 
_ groups, but in spite of that they have gone ahead and have put this into effecw. 
- You must remember also that in the last 14 years the Hull trade agreement 
_ program has received a majority in Congress every time it came up, in spite 
_ of pressure groups. It is as a result of that they have gone ahead with this 
program. I am not saying it is necessarily permanent. I do not know what is 
going to happen in the future. 
13113—24 
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By Mr. Marqus: ; 

Q. There is another escape door and perhaps a more valuable one. It is 
that it may be revised every three years.—A. That is right. That apples to 
everybody. Nobody was prepared to tie their hands indefinitely, no country. 
As to how permanent this is I cannot say, but one of the things that have to be 
accomplished is to get a better balance between the United States and the rest 
of the world, and that means that the rest of the world has got to sell more 
to the United States. Seas 

By Mr. Argue: 

Q. Can you see any tangible benefits from this agreement so far?—A. Oh 
yes, certainly. 

Q. What are they? Has it corrected to’ some extent the adverse balance 
of payments?—A. At the moment, of course, the balance of payment situation 
the world over is dominated by the results of the war, lack of production, lack 
of materials, and the scarcity of goods, and so on. As far as Europe is con- 
cerned at the present time the real problem is not the United States tariff. 
The real problem is the lack of production and the fact that production has 
not been restored to the pre-war situation. That is the dominating factor at the 
moment, and until that situation is corrected we will not really be able to see 
the full effect of these agreements because no matter what the tariff is 1f you 
have nothing to ship it does not help you. 

Q. That is very true. That is why I was asking if, in your opinion, this 
had been of any considerable benefit so far—A. So far as we are concerned 
we have had very definite benefits, and others who were able to ship things 
have had benefits, but unfortunately for Europe as a whole they have not had 
the goods to ship. That is the real position. 


By Mr. Low: 


Q. Take the case of a new industry we want to establish in Canada. Under 
this agreement just how are we to protect that infant industry against 
competitive—A. Imports? 

Q. Yes, competitive imports—A. In the first place if we have not bound 
the duty we can put the duty where we like, and presumably if there was some 
industry we have at the back of our minds which we want to develop say 
within the next three years we would not have bound the item. We only bound 
a certain proportion of our items; we did not bind them all. 

Q. In the negotiation of this whole thing you people who were the principals 
in the whole business had to apply a lot of vision; you had to be looking ahead. 
—A. Yes, we had to be governed by the particular instructions of the govern- 
ment as to what things we could bind and not bind. Naturally we kept in 
mind, of course, that this thing only runs for three years, and we are obviously 
not going to develop every conceivable new industry in the next three years. 
When the three years are up we can reconsider the situation and say “Well now, 
we are about ready to move in this direction”. We will take that into account 
when the next negotiations come up. 


By Mr. Breithaupt: 

Q. Is there not a case in point in conection with power lawnmowers? I 
saw a few days ago that they are now of a class and kind made in Canada, 
and there is a certain protection by way of a dump duty or actual protection 
in the tariff?—A. I do not know the exact tariff situation on power lawnmowers. 

Q. That more or less answers Mr. Low’s question—A. We have many 
stems in our tariff also which have this clause, “of a class or kind not made in 
Canada”, and they come in at a certain duty if they are not made in Canada, 
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but if they are made in Canada they come in at a higher rate. If an industry 
is established in the meantime the duty jumps to the other situation. There 
are many cases like that throughout our tariff. 

The Vick-CHAIRMAN: Are we not quite some distance from the anti- 
dumping and countervailing duties? 
Mr. Brerruaupr: This is a very important article. 
, The Vick-CHaAIRMAN: I understand, but I think it will come up later. Are 
there any questions on article VII, Valuation for Customs Purposes? 


By Mr. Argue: 


Q. Before you go on to article VII I should like to get a part of article VI 
cleared up as to what a country can do to stabilize its primary products? I have 
read this, and I would say that Canada can maintain a stated price for wheat 
within the terms of this particular provision. What I am wondering is can 
Canada stabilize another product that she has not stabilized in the past and 
still comply with this?—A. You are referring to number VI here? 
Q. Yes.—A. That subsection takes care of the problem that arises when 
a country is operating a stabilization scheme say for an agricultural product. 
Suppose the country has a scheme whereby it maintains a fixed price at home, 
or to the farmer, a fixed price to the domestic producer and domestic consumer, 
but it sells abroad on a fluctuating price depending upon the world market. 
Sometimes the world market price is below the domestic price and sometimes 
it is above the domestic price. In a case of that sort when the world market is 
below the domestic price other countries which are the importers of that com- 
modity may say, ‘You are dumping and we are going to apply a dumping duty.” 
That would be very embarrassing to any stabilization scheme if dumping duties 
were applied at that time. This clause says that where such a stabilization 
scheme is operating so that the price sometimes is higher and sometimes lower 
than the domestic price, and where the scheme is so operated as not to cause 
undue damage to other countries, in that case dumping duties shall not be 
applied. 
Q. I can understand that perfectly, but could you bring a new product 
under a stabilization program? It would not comply with this, as I see it, 
because it would not have been sold at an export price higher than the 
comparable price charged in the country exporting that commodity.—A. Suppose 
we brought a stabilization scheme into effect now. The chances are at the 
present time if we had a real stabilization scheme we would be selling abroad 
at a higher price than we are selling at home, and you would thereby establish 
the condition that is required here. Therefore, two or three years from now 
when you have to sell at a price lower you will have met the condition. 
Q. Let us take barley, for example. I do not think we sold barley abroad 
at a higher price than we sold it at home in the last few vears because we did 
not sell it at all. We did not export barley. Could the government have a 
stabilization program for barley and still comply with the agreement?—A. My 
own opinion would be it could have, yes, because in fact we have in the last 
few years sold barley abroad for a higher price than we have sold it at home. 
Q. I do not think we have sold it abroad at all—A. Yes, we did. We have 
} given permits for the sale of barley. 

Q. But we could not bring a product under this that we had not sold abroad 
in the past at a higher price?—A. Not strictly speaking. Suppose we take a 
commodity as from today and we say, “We are going to put a stabilization 
scheme in here.” I mean a real stabilization scheme, not: one which stabilizes 
at the highest price ever received. That is not a stabilization scheme. I mean a 
real stabilization scheme which tends to even out movements which go like 
this. If we started today with prices as they are at the present time the general 


4 


7 
r 


382 STANDING COMMITTEE 


likelihood would be that we would sell abroad at a somewhat higher price than 
we are selling at home. If we did that for some period and then say two or: 
three years from now we had te sell abroad at prices lower than we sell at 
home then we will have met the condition. 


By Mr. Jaencke: | 

Q. They could not apply dumping duties on us——A. In that case, that is 
right. 

Q. It would only apply as far as we are concerned if we sell lower on the 
world market than we sell at home, other countries applying dumping duties on 
us or countervailing duties.—A. Yes. 

Q. There is the case of New Zealand butter, the situation in 19385 when they 
paid so much a pound at the seaboard. They did not say that they paid so much_ 
domestically. The domestic price was regulated by what they paid on exports, 
and they might have sold it for less than that, as they apparently did—A. If 
they had been operating a real stabilization scheme which has resulted that at 
times they have sold at a higher price abroad than they have sold at home, and 
they have reached the point where they are now selling at a point below the 
market price at home that is a real stabilization scheme and in that case you 
could not apply a dumping duty. 


By Mr. Argue: 


Q. Suppose a given country has not established a stabilization scheme until 
there is a sharp cut generally in prices and then it tries to stabilize prices.— 
A. At that point it could run into this difficulty. 

Q. Therefore if our government wants to be sure they can have a stabiliza- 
tion program the time to do it is when world prices are reasonably high so that 
the prevailing price in Canada under the stabilization program would be less 
than the export price?—A. That is the general tenor of this ting. Of course, this 
does not say you cannot establish a stabilization scheme. This clause does not 
say that. It only says that where you start a stabilization scheme by selling 
below the price other countries may apply the dump, but it does not say you 
cannot establish the scheme. It simply says you may run into certain risks. 
That is all. 


By Mr. Jackman: 


Q. There is no converse of the countervailing duties? For instance, suppose 
we had an effective monopoly of nickel in this country, and we had a nickel price 
which was quite low and which was of great benefit to export industries having 
a substantial nickel content. There is nothing to prevent us from doing that 
under the Geneva agreement, is there?—A. No, there is nothing to prevent us 
from doing that. Others may complain. We will say, “Well, it is not contrary 
to any clause here’’. 

Q. Take newsprint, for instance, which as you know is in great demand just 
now. I think the internal price is a few dollars a ton less than the export price.— 
A. Right. 

Q. We can continue action like that all we wish?—A. Certainly. 

Q. Under section 5 of this clause I was thinking of the case of bananas. 
For example, suppose we had a balance of trade with Jamaica which was too 
favourable to Canada, and we wished to import more from Jamaica. Is there 
anything to stop a country like Guatemala, for instance, where bananas are very 
cheap, exporting them to Canada at what we would consider to be a dump rate? 
Reference to the internal price in a country like that, Guatemala, has no value 
in comparison with the price in Canada. Therefore there is no protection there 
under the section of the Act—A. We could act in a case like that if we wanted to. 
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Q. We would have to get permission, would we not?—A. It says, “May 


waive”. They may waive. We would have to ask permission for it. That is 


right. Suppose Guatemala was dunmping bananas into Canada and we did not 
want Guatemala bananas, we wanted Jamaican bananas. If we wanted to we 
could put a dump against Guatemala, but with permission. 

q. On consultation?—A. Yes. 

Q. You cannot prove your case at all because the reference to the internal 
price means nothing.—A. It may be difficult to prove the case. That is quite true. 


The Vicp-CHarrMAN: Shall we pass on to article VII, Valuation for Customs 
Purposes? ) 


The Wirness: I might make one further »point to make the clause abso- 
lutely clear. There is one further limitation here on the application of the dump 
and that is you can only apply a dump duty where the dump is such as to cause 
or threaten material injury to an established domestic industry. In other words, 
if you have no industry at all you are not supposed to apply the dump. 


By Mr. Jackman: 


Q. How does that affect bananas?—A. That is where it arises. In the case 
of bananas we have no industry and therefore we could not apply a dump duty, 
but going on down in clause 5 it says, however, that in certain cases the 
contracting parties may waive that obligation and allow you to put a dump on 
where you are trying to protect a third party. There is provision for doing that 
even where you have not the industry in your own country. 


By Mr. Low: 


Q. Just what benefits does Canada get out of this particular section?— 
A. Well, it does not allow others to apply all sorts of arbitrary dumping duties 
against our exports. We have a very great interest in this thing. 

Q. At the same time it leaves up open to some other evils?—A. Well, it has 
tied your hands to some extent, that is true, because you cannot tie anybody 
elses’s hands without tying your own to some extent. You cannot make an 
agreement otherwise. You have got to do something which is mutually advan- 
tageous. ‘This clause says that other countries may not give arbitrary protection 
to their own industries as against Canadian imports by means of the dumping 
action. In many cases the dumping provisions have been abused. In other 
words, people have applied dump duties against imports on quite a fictitious 
basis, an arbitrary basis, for the purpose of keeping out the imports and 
protecting their own industries. That has affected our exports obviously. 
Our export interests have come across these arbitrary actions, and our goods 
were kept out, not because there was really any dumping but because they 
did not want our exports. This says they cannot apply such dumping legislation 
except in genuine cases of dumping. Naturally if we want to get that benefit 
from other countries we must give equal assurance to them. That is all we 
have done. 7 

Q. The only thing I am concerned about is this, that in meeting a competitor 
in any field, whether it 1s boxing or in trading, if our desire is to cut them down 
to our size and in trying to do it we cut ourselves down proportionately we 
have not gained anything—A. No, but I think in this case we are not a midget 
by any means. We are one of the world’s three greatest trading nations. We 
have as much interest in this as almost anybody you can name. In this case 
we are one of the giants and not the midget. 

Q. Not by comparison with the United States—A. We must consider both 
sides of the picture— 
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Q. We are among the midgets——A. We are among the three biggest trading ~ 
nations in the world at the present time. In normal times we are among the 
first four or five. 

Q. That is not very much comfort when we are up against the giant beside 
us—A. Of course, you must remember if you give the giant absolute freedom 
then equally you are up against a very difficult situation. It 1s true we are 
smaller relatively than the United States, but our dependence on exports is 
very much greater than the American dependence on exports. If other countries 
have absolute freedom to act arbitrarily at any time in response to local pressure 
eroups and what have you, to do what they want with our exports at any 
moment, I would say we are in a very vulnerable position. 

Q. The net result for Canada could be good only in so far as this agreement, 
and particularly this section we are dealing with now, does result in opening 
up more markets for us in the United States. Is that right?—A, The United 
States and elsewhere. | | 

Q. I am speaking particularly now with regard to the United States because 
we are pretty well bound by the adverse trade balance between us at the 
present time. You have gone over that whole thing in detail. -You were there 
on the ground. Can you say that the net result is going to be better for Canada 
in the United States market?—A. I would say yes. Otherwise we would never 
have agreed to this thing. Our opinion is that on the whole this is advantageous 
to us, yes. 


By Mr. Breithaupt: 


Q. You have seen the trend in the last few weeks. They have interpreted 
the 8 per cent sales tax in such a way it is not now figured for duty purposes. 
—A. That is right. 


Q. That is a most favourable trend. 


By Mr. Timmins: 


Q. Let us follow that one step further. Is there any reason why they. 
should not delete that 25 per cent excise tax in the United States, too?—A. We 
are hoping that will come. | 

Q. That is the trend?—A. That is the trend. 


The Vice-Cuairman: Article VII, Valuation for Customs Purposes. 


By Mr. Fraser: 


Q. Section 3 of article VII deals with sales tax, does it not?—A. That 
is right. 
Q. That is exactly what that is—A. That is right. 


By Mr. Jackman: 


Q. Reverting for a moment, there is nothing in this section which prevents 
Canada from protecting the vegetable growers at the beginning of the growing 
season in Canada from surpluses, and we might say dump production in the 
adjacent states?—A. No, but if you look at the tariff rates in the schedule you 
will see there is a seasonable duty, which applies during certain seasons, the 
seasons being our own seasons of production. Mr. Kemp can explain that if 
you wish to question him particularly. 

Q. As long as you are satisfied—A. In the case of fruits and vegetables 
during our season of production there is a specific right for us to impose special 
seasonal duties against American fruits and vegetables. 
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By Mr. Fraser: 


Q. They are more favourable under this than they were a couple of years 
ago?—A. Well, the system was entirely different. There have been some adjust- 
ments, but I think Mr. McKinnon feels— 

. _ Q. On the whole this is a bit better—A. This is better as far as adminis- 
tration is concerned. ets 

) Q. A better chance to restrict.—A. Well, it can be applied effectively as we 
Y did in the past, and it is better from an administrative point of view. 


j . The Vicr-CuHarrman: Are there any questions on article VII, gentlemen? 


By Mr. Timmins: 
Q. I should like to ask a question with respect to article VII, section 4 (c). 


i 

‘4 The contracting parties, in agreement with the International Monetary 
Fund, shall formulate rules governing the conversion by contracting parties 
of any foreign currency in respect of which multiple rates of exchange are 
J maintained consistently with the articles of agreement of the International 
| Monetary Fund. 


Would Mr. Deutsch explain to us just how the agreement and the International 
_ Monetary Fund tie up together?—A. Well, this agreement you will see later on, 
states that the countries which are members of this Geneva club should also be 
members of the International Monetary Fund. 
i Q. When you say “should” you mean must?—A. Not quite must. I was 
| going on to explain that it says first, they should be. If they are not, then these 
members have to make a special exchange agreement with the Geneva club. 
That exchange agreement will cover, it is understood, much of the same ground 
as is covered by the International Monetary Fund. So, for all practical purposes, 
the members of this club are also members of the International Monetary Fund 
because, if they are not, they have to make special agreements which, in effect 
contain most of the obligations that the International Monetary Fund imposes. 


By Mr. Fraser: 


Q. That is in order to check on the exchange rate and see it is not fluctuated 
and used as a customs barrier?—A. That is right, because if they had complete 
freedom of action with respect to exchange rates they could nullify the whole 
thing. 


By Mr. Timmins: 


Q. Did France devalue the franc before or after Geneva?—A. After Geneva. 
i Q. Are there certain adustments or settlements by France to make the con- 
cession at Geneva coincide with the International Monetary Fund, in order that 
she may do business with the other countries that are bound?—A. No, the 
_ devaluation of the franc was a complicated thing. They devalued it as a whole, 
_ but they left one rate controlled and another rate free. In fact, you have a 
multiple exchange rate. 


By Mr. Marquis: 


Q. Mr. Deutsch, France came under an exception in this agreement, did 
she not?—A. No, nothing in this agreement applied to the French action. It per- 
_ tained only to the monetary fund agreement. 


4 By Mr. Jackman: 


Q. It was a flagrant violation?—A. Whatever happened there, it has to do 
with the monetary fund and has nothing to do with this agreement. 
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By Mr. Timmins: ; 

Q. Will there not have to be an adjustment made by France, having regard 
to this clause?—A. I was going to come to that. Really, as a result of the French 
action, a multiple exchange rate has been established. Under this clause it says, 
where there are multiple exchange rates the countries will consult with the 
monetary fund as to the rules that will apply in valuing imports from that 
country. There is not any one rate you can take. They have several rates. . 

What you are supposed to do under those circumstances is set out here. 
You are to consult with the International Monetary Fund before you apply the 
rates. It goes on to say you may, yourself, make such decisions as you see fit 
until the rules are agreed. In other words, our hands are perfectly free. We can 
do business on the terms which we think are perfectly satisfactory to ourselves. 

Q. Until such time as this is established?—A. That is correct. 

The Vice-CHairMAN: Are there any questions on Article VII? 


By Mr. Jaencke: 

Q. Apart from this last thing we discussed, what would you say are the 
differences between this article VII and the rules of law which have been 
applicable in Canada so far?—A. Article VII—I think, in actual practice, Mr. 
Jaenicke, what we have been doing recently comes very largely within the 
provisions of this clause. | 

Q. Recently, how recently?—A. I mean, since the war or shortly before 
the war. Of course, what we did during the 1930's does not come within 
this clause. 

Q. That also applies to Article VI, does it not?—A. Yes. Throughout. the 
1930’s, we did a lot of things with respect to the administration of customs which 
we do not do today. I am afraid those practices of the 30’s would fall very 
far afoul of the provisions of this clause. I am not saying this in any sort 
of criticism because those were different conditions. In the 1930’s, other 
countries were doing equally things which would not be condoned in any way 
under this agreement. We were then in an entirely different situation. 

I remember, at that time, we used the arbitrary valued method in some 
cases. We simply placed arbitrary values on imports then applied the duties 
to those values. That is not permitted under this clause. You cannot use 
arbitrary or fictitious values. You must use actual values, as it says. It 
goes on to define what actual values are. 

Q. I have a case here which falls within article VII, clause (2) (b). This 
case came to my notice a couple of months ago and concerns absorbent cotton 
which was to be imported from the United States into Canada. It was not 
imported because the same value was applied here, which made it impossible 
for the cotton to be imported. It was a war assets surplus in the United States 
and was sold over there for the same price it was to be sold in Canada. 
Apparently, we still have the power to apply arbitrary values?—A. Oh yes, the 
powers are still there. I do not think they have been generally used. ‘There 
may be the odd case where they have been used to deal with a special situation. 
As I understand it, our Customs Department has not used the system of 
arbitrary values generally. 

Q. Does Mr. Kemp know about this case? 


Mr. Kemp: No, I have not heard about it. 


By Mr. Marqus: 


Q. Reverting to the question of what France has done about currency, 
am I to understand France could do that under the provisional agreement but 
could not have done it under the final agreement?—A. No, Mr. Marquis, what 
France did has nothing to do with this agreement at all. 3 
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Q. In so far as the International Fund is concerned, could France do the 
same thing when the agreement is final?—A. That is a matter for them to 
settle with the International Monetary Fund. Whether or not they could do 
it depends on whether or not the International Monetary Fund agreed. 

(. It is dependent upon the International Monetary Fund?—A. That is 
right, it has nothing to do with this agreement. 


By Mr. Jaenicke: 


Q. Returning to clause (2) (b) again, actual value should be the price at 
which, in the ordinary course of trade, the merchandise is sold or offered for 
sale under fully competitive conditions. Supposing there is no competition 
in Canada?—A. How do you mean, that there is just one firm? 

Q. Yes.—A. Well, that raises a series of questions. It depends on what 
the circumstances are. I think what was meant here was that you have a 
situation where a company which is exporting may control the entire trade 
in an article. It. may control all the outlets in which the goods are sold. In 
other words, it controls the distributing agencies as well as the manufacture 
of the product. As you can see, in a case like that, all sorts of possibilities arise. 

A company may bill its goods to its distributing agency in the other 
country at almost any price it wishes because what it loses by selling at the 
lower price, it will make up in distribution profit. A situation of that kind 
could play hob with any definition you made of value. Because the value 
is not established under fully competitive conditions in that case, it simply 
states here that where the other conditions do not exist, you may take account 
of that fact in assessing the value for duty. 

Supposing you have a case where a company is selling to another company. 
That company owns the distributing agencies in the country of importation. 
Suppose the value of the product is $3, just for the sake of argument. The 
company bills that commodity to the distributing agency in another country 
at $1. It loses $2 in that transaction. Then, the distributing agency sells 
at $3 in the importing country and it make a profit of $2. Therefore, what 
the company loses in billing at a less price, it makes up in distributing profit. 
Then, what is the value for duty in a case like that? Actually, the goods have 
been billed at $1 so far as the importing concern comes into the picture. 
Obviously, that is not the real value and would not be the value if there were 
full competitive conditions. Therefore, in placing a value for duty on that 
article you can take account of that situation. 

The customs authorities would simply say, here, “you are simply billing 
these goods at abnormally low prices to avoid our duty and. you recoup your- 
self on the distributing profit. Therefore, we say this article was not sold under 
fully competitive conditions. We are going to bill it at $3, regardless of the 
fact you billed it at $1”. That is what is meant by this phrase, “Under fully 
competitive conditions”. 

The Vicn-CHairMAN: We come now to Article VIII, “Formalities con- 
nected with importation and exportation”. 


By Mr. Timmins: 


Q. These three sections, 8, 9 and 10, appear to be more or less formal. I 
wonder if Mr. Deutsch could not give us a word or two on each one, unless some 
questions arise, and thus pass over them quickly?—A. 8, 9 and 10 are intended 
to simplify the procedures and administrative practices which are involved in 
the case of applying customs regulations and customs duties when gvoods are 
imported into another country. 

As you know, there is a great possibility here to provide protection and put 
up barriers against trade simply by enforcing or trying to enforce a great mass 


388 STANDING COMMITTEE 


of very complicated regulations. It is possible, as you may well imagine, to lay 
down a series of regulations. In order to meet those regulations, the exporters 
have to go to no end of trouble and expense, with the result that the cost of 
exportation is greatly increased and therefore discourages people from trying 
to export. 

It says in this clause that such regulations should not be more onerous, 
more complex than is necessary. In any case, they ought not to be used in a 
way to provide indirect protection. It also goes on to say that such regulations 
as you make should be published and should be available to everybody so 
that the exporters can see what the regulations are and can meet them 
beforehand. 


Sometimes, countries have not published their regulations and the goods 


have been exported. When the goods arrived at the border the exporter found 
out, for the first time, certain regulations had been put in force with which 
he is then unable to comply. The result is the goods are not sold, the exporter 
winds up with a loss. If he has gone through an experience of that kind 
several times, he gets fed up and quits. These clauses are here to prevent these 
unnecessary and onerous requirements which are sometimes resorted to for 
purely protectionist purposes. 

Mr. McKrynon: I think you might say on that point, having in mind our 
tremendous importance as an exporter relative to our operations that we prob- 
ably suffered more than any exporting country in the world from vexatious 
and frivolous regulations and that type of thing, infinitely more than some of 
the countries which rank with us as exporters. Now, they are modified and 
there is a principle running through them which is greatly in our favour in 
that our own regulations were few and simple. ‘Our formalities were not 
‘nvolved or vexatious and this comes closer to our law, as it stands now, 
than it probably does to the law of most of the countries who signed at Geneva. 
I think that is a fair comment. 

The Wirness: You will see here these articles are fairly extensive, 
covering a wide range of things having to do with formalities and regulations 
of one sort and another. 

The Vick-CHAIRMAN: Shall we go on to article XI, then, general elimina- 
tion of quantitative restrictions. : 


By Mr. Jackman: 


Q. May I ask a question on Article IX, section (4)? I believe we had a : 


case of fruit and apples being imported into the United States from Canada. 
The apples were not marked with the country of origin. Will this section 
eliminate such vexatious and frivolous requirements by the United States 
Customs authorities? Furthermore, the section says the goods must not be 
unreasonably delayed. A delay in connection with fruit and other perishables 
is extremely important. Will this section actually eliminate that or is it still 
dependent on the goodwill of the American authorities? A. This is intended 
to eliminate it and if they do not comply with this provision, then they are 
breaking the agreement. We would have a remedy against them. In the case 
of a perishable product any delay is unreasonable and if as a result of that 
the product deteriorates, we would have a complaint. It depends on the cir- 
cumstances, you see. 

Under the general purposes of this provision, it 1s intended that the 
administrative apparatus should not operate in such a way as to cause unneces- 
sary loss to the exporter. 


Q. Is it your opinion, Mr. Deutsch, that unless there is the utmost goodwill | 


between, say, the United States and Canada, the whole agreement really is, 


to a large extent, negatived?—A. I would go a long way with you there, sir. 
Unless the countries live up to the spirit of these undertakings we will not get 
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the full benefit of this thing. If there is a lot of continuous friction and an 
attitude of refusal to carry out the full intent of this scheme then, of course, 
the value of the whole business declines. 

It is impossible to write in words everything that countries ought to do. 
You just cannot do it. You would have to write a book three feet thick. All 


- you can do is state the principles and then hope everybody will have enough 


sense, in their mutual interest, to try to live up to the spirit of the thing. 

It does not mean there are not going to be difficulties. There are going to 
be difficulties of some sort or another. There is machinery provided here for 
the solution and settlement of difficulties. If that machinery is over-burdened, 
used too frequently, it will break down. 

We cannot emphasize enough that if this scheme is to work properly, all 
countries must actively try to live up to the spirit of it. That applies to our 
own actions as well as to the actions of other countries. 

Q. Was there very much conversation at Geneva or Havana with regard 
to what might happen when countries are endeavouring to export their unem- 
ployment when times are difficult?—A. Yes, there was a lot of discussion about 
that, but it leads us off into another field. That-is a story by itself. 


By Mr. Fraser: 

Q. Would Mr. Deutsch give us a little resume of the meaning of article 
XI?—A. Article XI is another one of the key clauses of this agreement. This 
article states that countries will not use quantitative restrictions either for 
the control of imports or for the control of exports. The only restrictions which 
may be imposed are duties or taxes or other charges, not quantitative 
restrictions. 

In other words, quotas, embargoes, prohibitions and so on are ruled out. 
That is the general principle and now, we proceed immediately to the excep- 
tions. The general principle is followed by a number of exceptions. A good 
part of the rest of this document has to do with the exceptions to this basic 
rule. 

Now, I think all of you will agree, even if you accept the logic of the 
general rule, it cannot be adhered to 100 per cent. The question is whether 
the exceptions are too numerous or not numerous enough; that is the real 
question. Article XI begins immediately to list some of these exceptions. I 
might as well refer to them one by one. The first exception reads as follows: 

Export prohibitions or restrictions temporarily applied to prevent or 
relieve critical shortages of food stuffs or other products, essential to 
the exporting contracting party. 


In other words, suppose we had a crop failure or something of that sort. 
There is not enough food in this country. Clearly, we should have the right 
to keep enough food here to feed our own people. In a case of that sort, you 
are permitted to put on an export prohibition or restriction. 


By Mr. Blackmore: 
Q. So much depends on the interpretation of the word “essential”. Would 
essential extend far enough to include goods which you need to support your 
industries to a certain degree of production? 


Mr. Trmmins: Pulpwood, for instance. 


By Mr. Blackmore: 
Q. Yes, or feed for livestock, generally, and enough coal to keep your 
industries running up to a certain standard—A. Those are questions, Mr. 
Blackmore, of degree. 
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Q. That is where the trouble is—A. Naturally, there is a considerable 
element of interpretation here. I think you have to have reference to the 


circumstances of the case. ‘Clearly, again, it was not possible to write into. 
the agreement all the circumstances which might possibly arise. If you did, | 


you would have a tremendous volume. Again, all you could do was to set 
_ down the general principles and trust to the good sense of the others who have 
to interpret this. In the course of time, a certain amount of case law will be 
built up in connection with these situations. 

You say, what is essential? Again, that depends on the circumstances. 
I would imagine, certainly, that food and feedstuffs would be essential. Suppose 
there was a threat of your feedstuff leaving the country and there would be 
very little left here for your own livestock. Clearly, that would be a case 
which would come within the provisions of this clause. ; 


By Mr. Jaenicke: | 3 | 
Q. What about the fulfilling of the British food contracts?—A. That is 
another matter. 
Q. Is that covered here?—A. In another part, not here. 


By Mr. Blackmore: 

Q. So much depends, Mr. Chairman, on what you have in mind when you 
use the word “essential”. It works out finally, to the definition of the word 
“developed” which we were dealing with some time ago. What is the standard 
of economic development to which an economic or political unit in the world 
is entitled or may be desirable? If that had been more carefully defined by the 
committee, I should feel much more assured in connection with the whole matter. 
However, do not let me interrupt you. 


The Vice-CHarrMAN: Shall we deal with Article XI, section (2), clause (c)? . 


The Witness: “Import and export prohibitions or restrictions necessary to 
the application of standards or regulations for the classification, grading or 
marketing of commodities in international trade.” 

That is a reasonable exception. It would enable countries to impose 
standards on the commodities which are traded in that country. In our -own 
case, we apply very rigid standards on grades of wheat which we export. We 
do not allow ungraded wheat to be exported. In order to enforce that regulation, 
we have to put a restriction on it. In other words we say, only certain grades 
or certain standards may be exported. We cannot enforce that unless we put 
a restriction in force stopping that wheat which does not meet those standards. 
The intention here is to enable countries to put in such a grading system as 
may be necessary. 


By Mr. Timmins: 


Q. The United States imposed certain standards on milk coming from 
Canada. The standards imposed were so strict that they killed the export of 
milk in the eastern parts of Ontario to the United States?—A. Yes. | 

Q. Now, who is going to—as I remember it, they put it on a health basis, 
it was a health standard. Who is going to regulate a matter such as that?—A. 
Well, in that particular case, it happens to be a regulation imposed by a state 


government. You get into the whole business again of federal and state © 


relations. 

Suppose it were a federal regulation. This clause says, “A prohibition 
or restriction necessary to the application of standards.” Now, it may be that, 
sometimes, these standards are put on in such a way that they result in pro- 
tection rather than improving the standards. In that case, we would argue 
that those regulations are not necessary and that they are really indirect devices 
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_ to provide protection. In this agreement that is not permitted. If other 
_ countries applied such regulations to our products, we would have a ground 
for complaint. It certainly would be our intention if we ran across a situation 
of that kind, to seek relief from it. 

+: The Vicr-CHairMan: Would you explain Clause (c)? 

The Witness: That is a rather lengthy one. 


) : By Mr. Blackmore: 


(. Suppose we ask a question for a little clarification instead. In regard to . 
the word “protection”, is it a recognized thing that any state should be free 
to develop a degree of production on any given commodity which would make 
that state self-sufficient in respect of that commodity? Would that be called 
protection?—A. It depends on how it does it, Mr. Blackmore. There is no 
restriction, in this agreement, against any country wanting to make itself 
self-sufficient in anything. 

Q. Could any degree of restriction be imposed in order to bring the internal 
production up to that level; is. that not protection?—A. I am not concerned 
with what you call it. The question is what are your rights under the agree- 
ment. You may protect your own industry to any degree you like, provided 
you do it by certain methods. You are not allowed to use quantitative 
restrictions in doing it. You may use any duty you like, any tariff you like, 
provided you did not bind yourself on that tariff, 

If you leave that item unbound, you may protect that interest by means 
of that tariff to any degree you like. 

Q. Where the difficulty is, if you raise the tariff high enough on any kind 
of item to keep out the goods from the most favourable producer, you have to 
keep the goods from every other producer out, so you cannot have that particular 
item coming in at all?—A. That is up to the country concerned, 


Mr. ARSENAULT: It is now six o’clock and I move we adjourn. 
The Vicre-CuairMan: The committee stands adjourned. 


The committee adjourned. 


* SESSION 1947-48 
HOUSE OF COMMONS 


5 


} ~ STANDING COMMITTEE 


BANKING AND COMMERCE. 


a ee 


MINUTES OF PROCEEDINGS AND EVIDENCE 
No. 10 


Subject-matter of the General Agreement on Tariffs and Trade, 
including the Protocol of Provisional Application thereof, 
together with the Complementary Agreement of 
October 30, 1947, between Canada and the 
United States of America. 


THURSDAY, MAY 20, 1948 
FRIDAY, MAY 21, 1948 
THURSDAY, MAY 27, 1948 


—— 


WITNESS: 


Mr. J. J. Deutsch, Director of Economic Relations Division, Department 
of Finance. 


OTTAWA 
EDMOND CLOUTIER, C.M.G., B.A., L.Phi, 
PRINTER TO THE KING’S MOST EXCEL LENT MAJESTY 
CONTROLLER OF STATIONERY \ C 


1948 Ves “a 
NK WS] TY ft sine" 


i — 


ff 


MINUTES OF PROCEEDINGS 


House or Commons, Room 480, 
THurspAy, May 20, 1948. 


The Standing Committee on Banking and Commerce met this day at 4.00 
o'clock pm. Mr. G.-Edouard Rinfret, Vice-Chairman, presided, 


Members present: Messieurs Arsenault, Belzile, Blackmore, Dionne 
(Beauce), Gour (ftussell), Hazen, Isnor, Jackman, Jaenicke, MacNaught, 


Marquis, Quelch, Rinfret, Ross (Souris), Smith (York North), Timmins. 


In attendance: Mr. H. B. McKinnon, Chairman of the Tariff Board, Mr. 
J. J. Deutsch, Director of the Economic Relations Division, Department of 
Finance; Mr, Hubert R. Kemp, Director of Commercial Relations Division, 


; _ Mr. A. L. Neale, Mr. G. C. Cowper, Mr. Louis Couillard, Commercial Relations 


and Foreign Tariffs, Department of Trade and Commerce. 


The Committee resumed the adjourned study of the Final Act of theSecond 
Session of the Preparatory Committee of the United Nations Conference on 
Trade and Employment, held at Geneva from April 10 to October 30, 1947, and 


Related Documents. (Treaty Series, 1947, No. 27). 


Mr. J. J. Deutsch was called and examined thereon. 


On motion of Mr. Timmins, the following documents were ordered printed 
as appendices to Minutes of Proceedings and Evidence, No. 10, viz:— 


APPENDIX “A”—List of Tariff Items and sub-items in respect of 
which the margin between the British Preferential rate and the Most- 
Favoured-Nation rate has been eliminated as a result of the Tariff 
concessions made at Geneva, in 1947. 


APPENDIX “B”—GENERAL AGREEMENT ON TARIFFS AND TRADE.— 
Concessions received by Canada from non-Empire countries on: Axe 
heads, Asbestos, Laundry machinery, Automobile parts, Aluminum 
products, Electrical appliances. 


At 6.00 o’clock p.m., the Committee adjourned to meet again at 8.30 


— o'clock p.m. 


er — S 


EVENING SITTING 


The Committee met at 8.30 o’clock p.m. Mr. G.-Edouard Rinfret, Vice- 
Chairman, presided. 


Members present: Messieurs Argue, Arsenault, Belzile, Blackmore, Dechene, 
Dionne (Beauce), Fournier (Maisonneuve-Rosemont), Isnor, Jackman, Jaenicke, 
Jutras, MacNaught, Marquis, Quelch, Rinfret, Timmins. 


In attendance: The same officials as are listed for the afternoon sitting, 
The Committee continued consideration of the Final Act of Geneva. 


Mr. J. J. Deutsch continued his deposition. During the witness’s interro- 
gation Mr. H. B. McKinnon contributed some information. 


At 10.30 o'clock p.m., the Committee adjourned to meet again at 10.30 
o’clock a.m., Friday, May 21, 1948. 


395 
13264—14 


% 


396 STANDING COMMITTEE 


MINUTES OF PROCEEDINGS 


House or Commons, Room 480, 
Fripay, May 21, 1948. 


The Committee met at 10.30 o’clock am. Mr. G.-Edouard Rinfret, Vice- 
Chairman, presided. 


Members present: Messieurs Argue, Belzile, Benidickson, Blackmore, 
Dechene, Dionne (Beauce), Fleming, Gour (Russell), Hackett, Hazen, Jaenicke, 
Jutras, MacNaught, Quelch, Rinfret, Ross (Souris). 


In-attendance: The same officials as are named for the meetings held the 
previous day. 


The Committee continued and completed its study of the Final Act of 
Geneva. 


Mr. J. J. Deutsch was called and examined thereon. 


At the completion of the study of the said Final Act, Mr. Blackmore moved 
that the Committee examine Mr. Deutsch with regard to the European Recovery 
Plan. 


The Vice-Chairman ruled the said motion of Mr. Blackmore out of order 
on the ground that such matter was not within the scope of the Order of 
Reference. nS 


The Vice-Chairman, Mr. Rinfret, voiced the appreciation of the Committee 
for the valuable and enlightening information given by the officials of the various 
departments, namely, Messieurs McKinnon, Kemp, Callaghan, Richards, Couil- 
lard, Neale and Cowper. 


Mr. J. J. Deutsch, on behalf of all the officials who had attended the sittings, 
expressed thanks for the consideration extended to them by every member of the 
Committee. . 


All officials present were excused. 


The Committee then continued its deliberations in camera. Future plans 
and a Report to the House, respecting the Geneva Tariffs and Trade Agreement, 
were discussed. After some debate thereon, on motion of Mr. MacNaught, the 
matter was referred to the Steering Committee for consideration and report. 


At 12.10 o’clock p.m. the Committee adjourned to meet again at 10.30 o'clock 
a.m. Thursday, May 27th, 1948. 
THE SENATE, Room 262, 
Tuurspay, May 27, 1948.- 


The Standing Committee on Banking and Commerce met this day at 10.30 
o’clock a.m. The Vice-Chairman, Mr. G.-Edouard Rinfret, presided. 


Members present: Messieurs Blackmore, Dechene, Dionne (Beauce), Flem- 


ing, Harris (Danforth), Hazen, Isnor, Jackman, Jaenicke, MacNaught, Marquis, 
Mayhew, Michaud, Nixon, Probe, Rinfret, Ross (Souris) Timmins. 


The Committee reverted for a while to the Order of Reference of Friday, 
March 12, 1948, namely: That the subject-matter of the General Agreement. on 
Tariffs and Trade, including the Protocol of Provisional Application thereof, 


together with the complementary agreement of October 30, 1947, between Canada — 


and the United States of America, be referred to the said Committee. 
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Mr. Harris (Danforth) proposed that invitations to make representations 
orally, or in the form of briefs, in connection with the Geneva Tariffs and Trade 


_ Agreement, be extended to the following parties, namely :— 


The Canadian Exporters’ Association, Toronto, Ontario. 
The Furniture Manufacturers’ Association, Toronto, Ontario; 
The Jones Manufacturing Company, Limited, Stratford, Ontario, 


Mr. Timmins proposed further that Mr. Donald Gordon, of The Bank of 
Canada, be called to give evidence on the same matter. 


After some discussion, both motions of Mr. Harris and Mr. Timmins were 
resolved in the affirmative on the following division: Yeas, 10; Nays, 0. 


It was agreed that the Committee would hear a representative of the Jones 
Manufacturing Company, Limited, and Mr. Donald Gordon, of The Bank of 
Canada, on Tuesday, June Ist, 1948. The Clerk of the Committee was thereupon 
instructed to communicate with the parties concerned. 


It was also agreed that invitations be extended, through the Clerk of the 
Committee, to the Canadian Exporters’ Association and the Furniture Manu- 
facturers’ Association to send representatives to appear before the Committee, if 
they so wish, on Thursday, June 3, 1948, or to present their views on the matter 


‘In the form of briefs. 


The Vice-Chairman inforced the Committee that no reply had yet been 
received from the Canadian Importers and Traders Association, Inc., to the 
Committee’s invitation to present a brief. He also read a communication from 
the Board of Trade of the city of Toronto informing the Committee that the 
Board had no representations which it wished to make to the Committee in the 
matter. 


The Committee then proceeded with the study of Bill No. 220 (Letter F. of 
the Senate), “An Act to amend the Loan Companies Act”. (See Minutes of Pro- 
ceedings and Evidence No. 11). 


At 12.15 o’clock p.m. the Committee adjourned to meet again at 10.30 
o’clock a.m. Tuesday, June 1, 1948. 


ANTOINE CHASSE, 
Clerk of the Committee. 
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ee HovusE or Commons, 

Piet May 20, 1948. 
The Standing Committee on Banking and Commerce met this day at 4 p.m. 

The Vice-Chairman, Mr. E. Rinfret, presided. 


The Vice-CHairMAN: When we adjourned last time I think we were just 
about to discuss article XI, subsection 2, clause (c), import restrictions orf any 
agricultural or fisheries product. 


J. J. Deutsch, Director of Economic Relations Division, Department of 
Finance, recalled. 


By the Vice-Chairman: | 
Q. Mr. Deutsch, will you explain what this means?—A. This. subsection 


is one of the permanent exceptions to the basic rule prohibiting the use of 


quantitative restrictions. The purpose of this exception is to make workable 


programs for the contro] of agricultural production in times of excessively low 
prices or surplus production. ! 

As you know some countries have in the past instituted programs designed 
to raise prices in periods of slump for agricultural products, and they have done 


eit by putting a limit on production and putting a floor under the price, by one 


device or the other. ; 

The most prominent example of that is what was done in the United States 
during the 19380’s. Similar programs have been in force in Australia and in 
some other countries. These programs cannot really be worked successfully 
if there is unlimited freedom for importation, because if the domestic production 


is in some way restricted and the price is raised above world levels inside the. 


country then obviously imports will flow in in tremendous volume from outside 
to take advantage of these higher prices inside the country. 

In order to prevent the jeopardy of the domestic program by such imports 
some form of control has to be placed upon imports. ‘This exception here 
enables the imposition of some controls on the imports in cases where programs 
are in effect. The condition that has to be met before such controls may be 
imposed on imports are that the program must operate to restrict production. 
It must operate in some way to limit production, or there is a second part to 
this paragraph, the program must have as a part of its scheme a policy for 
the distribution of the surplus at low prices or free of charge to non-commercial 
markets. In other words, it is something of the nature of the blue stamp plan 
that was in effect in the United States during the 1930’s where food was dis- 
tributed, you remember, to families on relief or low income families at prices 
very much below the market. That device was used to take the surpluses off the 
market and have them consumed by people who could not otherwise afford to 
buy them. 

If the program has a scheme of that sort in operation then the conditions 
necessary for the control of the imports will be met. 
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There are limitations upon the degree to which imports may be controlled. 
You cannot use the fact that there is production control as an excuse for cutting 
out imports altogether. If that were so, of course, it might be very harmful 
to countries which are interested in export. So the limitation is placed upon 
this exception that imports may not be restricted beyond what they would be 
if such domestic production controls were not in effect. That, as you might 
readily realize, is not an easy amount to determine, but in any case, whatever 
control is put on, the control on imports must not restrict imports beyond the 
proportion to domestic production which prevailed in a previous period. So 
that imports will retain a proportionate part of their market even though they 
are controlled. Very briefly that is what this exception states, and very briefly 
also the purposes of the exception. 


By Mr. Jaemcke: 

Q. Article XI is principally for the protection of the United States?— 
A. Yes, I think that is right, although there are some other countries that are 
also interested in 1t. 
Q. How does it affect their restrictions now with regard to agricutural 
products, beef and cattle?—A. At the moment they have no program. 

Q. They widened it, did they not?—-A. Our quota into the United States? 

Q. Yes.—A. Yes. Our.quota for cattle into the United States was widened 
from 225,000 to 400,000. \ 

Q. We cannot export to them any more than 400,000?—A. We may, but 
then we have to pay a somewhat higher duty. 


Q. Have they got a different quota for each country?—-A. No, the 400,000. 


is the quota for all countries. When countries start shipping they are supposed 
to allocate that quota among the different suppliers. Normally only countries— 

Q. Is there a note in here some place?—A. Yes, we will come to that later. 
They are supposed to allocate that total quota among the various suppliers. 
In the case of cattle there are only two suppliers to the United States of any 
consequence, Canada and Mexico. : 3 

Q. And the Argentine?—A. No, they do not ship live cattle. This applies 
to live cattle. ; 

Q. What about grain? Do they not have a restriction on grain also?— 
A. Only on wheat, not on feed grains. 

Q. How much is that?—A. In wheat before Geneva it was 800,000 bushels, 
which was a very small figure. 

Q. As far as we are concerned?—A. As far as we are concerned. 


By Mr. Marquis: | 
Q. As to cattle is it not one-fourth of the total allocation which is allowed 
to Canada?—A. No. The figure has to be allocated between Canada and 
Mexico. Our proportion is a very high one of the 400,000. 

Q. I think we cannot go beyond 100,000 or 150,000 owing to the quantity 
we may export from Canada.—A. You mean for the whole year? ; 
-  Q. Yes.—A. Oh no, it is much more than that. I forget what the 1939 
figures were. They were very high proportionately to the total figures. 

Q@. But for last year what is the total for the exportation of cattle to the 
United States, the total amount?—A. I forget what the percentages were. 
They were very high. Do you remember, Mr. Kemp? 

Mr. Kemp: No, I do not. 


By Mr. Marquis: 


Q. In fact, what did we export?—A. Oh, nothing. The fact that we are 
not exporting now is not due to the United States. It is due to our own embargo, 
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By Mr. Jaenicke: 


Q. Mr. Deutsch, again referring to these cattle restrictions in the United 
States you say that anything over 400,000 will have to pay a higher duty. 
Can they put a restriction on those, too?—A. Over 400,000? 

Q. Yes.—A. No. | 
: Q. They could not?—A. No. As long as we pay the higher duty we can 
) send any amount we like. 

Q. But they could raise the duty? It is not bound?—A. They are bound. 

Q. They could not raise the duty any more?—A. No. 
| Q. Now, do the non-discriminatory features under article XIII apply to 

article XI?—A. Yes, sir, they could not discriminate against us. 

~Q. You say this can only be applied where a program is now in effect? 
F —A. Where a program is in effect. In other words, take the case of cattle. 
4a If they have no program in the United States limiting the production of cattle 
i they could not use this clause. They could only put a restriction on our cattle 
; 
£ 
£ 
z 
: 


going in there if they have a program in their own country restricting the 
production of cattle in the United States. 

Q. A program in effect at the time that this treaty came into effect, or 
could you do it later?—A. You could do it later, but it is at the time you use 
this exception. They have never had a program restricting the production 
of cattle in the United States, and it would be very difficult for them to have 
such a program. As far as we gathered there is no intention of having such 
a restriction on cattle production. It is a very difficult program to put into 
effect for cattle. It would be very difficult for them to work out a program 
which would allow them to use this escape clause. It would apply more to 

. things like wheat, sugar, cotton and perhaps wool, things like that, where this 
_ clause might be invoked. 


By Mr. Quelch: 


; Q. In view of the fact that we have placed a ban upon the domestic 
production of margarine would that not give us the right to place a ban on 

the importation of it, or does butter take the place of it?-A. This is so worded 
that I do not think it would apply to margarine. ; 

Q. It could not—A. No. 

Q. I am thinking of subsection 2(¢)—A. Yes. “Imported in any form 
necessary to the enforcement of governmental measures which operate to 
restrict the quantities of the like domestic product permitted to be marketed 
or produced.” Then it goes on to say, “or, if there is no substantial domestic 
production of the like product,”—in other words, we would have no production 
of margarine—“of a domestic product for which the imported product can be 
directly substituted.” In other words, that is butter; to keep our margarine 
: ban on the basis of this exception you would have to have a restriction on 
i the production of butter. If we did have then, of course, it could be done, 
. but not without that. The margarine question falls under a different clause. 

Q. That is under a tariff?—A. In the case of the tariff we have not bound 
the tariff, so the government can put on any tariff it likes. 

Q. There is no section of the Geneva Agreement that permits a ban on 
) margarine apart from the tariff?—A. I think that is so, although some of the 
) legal experts have opined that even under the Geneva Agreement the govern- 
: ment could continue the ban on margarine, but that is a purely legal opinion. Our 
understanding is that the Geneva Agreement would not permit the continuance 
: of the ban, but.I must go on to say that at Havana the provisions were changed 
, which would enable us to continue the ban on margarine. 

Q. That is what I find hard to understand. We are discussing the Geneva 
Agreement which apparently has been changed in part by the Havana conference 
agreement. Nevertheless we are still confined to the discussion of this agreement 
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which has become obsolete in some regards on account of Havana.—A. It is 
not obsolete; until Havana comes into effect this stands, but when Havana is 
implemented then Havana will replace this, but we do not know when that 
might be. In the meantime this thing stands. 

Q. If we had certain objection to certain clauses here which were changed 
by Havana I suppose you would feel that will be taken care of in the future?— 
A. That is right, but when that might be we do not precisely know. In the 
meantime this stands. 


Mr. QuetcH: Mr. Chairman, there is a question I should like to ask 
on the whole question of non-discrimination. Articles XI, XII, XIII and XIV 
deal with the question of restrictions and non-discrimination. Would it be all 
right to ask a question of a general nature? 

The Vick-CHAIRMAN: I suppose so, although I think article XIII would 
cover that. | 

The Witness: There is an article on that. 


By Mr. Quelch: 

Q. Article XII would really be the one dealing with balance of payments? 
— A. Balance of payments, and then we come to non-discrimination, and then 
we come to the exceptions to non-discrimination. We can discuss it anywhere 
you wish but perhaps it might come better a little later. 

Q. We will wait until article XII. That is where I want to deal with 
balance of payments. 

The Vicnr-CHAIRMAN: Are there any other questions on article XI? 


By Mr. Hazen: 

Q. I should like to ask a question. I do not know whether I should ask it 
now. It is about the reduction in duties on textiles and rayon that has been 
granted under the present budget. How are we able to grant those in view 
of the agreement?—A. I can answer it if you like. 

The Vicr-CHairMANn: It does not come up here. 

The Witness: It does not come here. There is nothing in this agreement 
which prevents us from lowering a duty. We can lower any duty we like. 


By Mr. Marquis: 

Q. Or abolish a preference?—A. Or abolish a preference, if you like. Nothing 
in this agreement prevents us from doing that, but in the case of cotton and 
rayon piece goods we did not abolish the preference; we simply suspended the 
preferential rates. We suspended the preferential rates and then we brought 
down the M.F.N. rate by the same amount, still leaving a duty on the M.F.N. 
We brought the M.F.N. down so as not to widen the margin, you see. 


By Mr. Jaenicke: 


Q. You did that in the spirit of this agreement?—A. That is right, but 
there still remains a duty on the M.F.N. although the duty on the British has 
been removed. 


The Vick-CHAIRMAN: Article XII, gentlemen? 


By Mr. Blackmore: 

Q. I wonder if you could illustrate No. (iii) of (c) a little—A. This is a 
very special clause. I do not think I am revealing anything by saying that one 
country wished to continue a policy which it had in effect. That country 
wanted to control the production of livestock and livestock products, and 
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wanted to do so by limiting imports of feed stuffs because that country did 
not produce feed stuffs in any important quantity. The only way they could 
do it in practice was to limit the imports of feed stuffs because again it is 


_ very difficult to control the output of cattle, very, very difficult to control it 


directly, but they had a system for doing it by controlling feed stuffs. In a case 
where a country does not produce many feed stuffs the control is very simple, 
by putting a control on the imports. This would permit them to do that. 

Q. Can you give us a case where that has happened?—A. One of the 
European countries has been doing this. One of the countries has been con- 
trolling the production of their own livestock for domestic reasons. They were 
doing it as part of their post-war reconstruction and they were doing it by con- 
trolling the imports of feed stuffs. This would permit them to continue to 
control the imports of feed stuffs. The reason that other countries did not 
object, and we did not object to that, was that the country was not doing it 
for the purpose of protecting its own production of feed stuffs. It was not a 
producer of feed stuffs so other countries which were interested in selling feed- 
stuffs were not particularly affected. They were not trying to promote their 
own production as against imports. Other countries felt, “if you want to do 
it that way it is all right; it does not seem to hurt anybody particularly.” 


By Mr. Isnor: 


Q. That country was not interested in exports?—A. No. In fact, they are 
large importers of both livestock products and feed stuffs, and they have no 
possibility of expanding their own production. It is just a domestic control 
they had which suited their particular. program, and other countries felt there 
was no reason why that should be upset because it will not damage anybody, 
so we allowed it to go in. It is a very special case. 

The Vick-CHairRMAN: Article XII, gentlemen? 


By Mr. Hazen: 


Q. I should like to ask another question about cotton textiles and rayon. 
Great Britain was given a reduction on the tariffs. Can any other country 
which exports those goods into Canada claim the same reduction under the 
agreement?—A. What was done was the British preferential rates were suspended 
entirely. In other words, any country that was entitled to the British pre- 
ferential tariff can ship cotton and rayon piece goods free of duty to Canada, 
any country entitled to the British preferential tariff. Those, of course, are 
limited to the British countries. The only country that has any interest is 
the United Kingdom among the British countries. The only country really 
interested is the United Kingdom, but technically all countries entitled to the 
British preference can send these articles free to Canada. The Geneva Agree- 
ment requires the Canadian government not to widen the margin of preference. 
Well, if it is not allowed to do that it must reduce the M.F.N. rates by the 
same amount that the British rates were reduced. That is what was done, 
but since M.F.N. rates were higher than the British rates, there still remains 
a duty on the M.F.N., while the British is free. 


By Mr. Jaenicke: . 
Q. You said that Britain is the only country affected by that. Is India 
not still in the British Commonwealth of nations?—A. Yes. India has exported 
to Asia, but we have never received any appreciable shipments from India. 


By Mr. Timmins: 
Q. Has the preference been moved now?—A. The preferential margin 
existing today is exactly the same as it was on Monday. In connection with 
this list of goods there was for example a 174 per cent rate against the United 
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Kingdom,—a rate of 174 per cent British preferential tariff, and there was 


174 per cent plus three cents a pound on M.F.N. countries. So there was a 
preferential margin of three cents. The British rate was 174 per cent and 
M.F.N. was 174 per cent plus 3 cents. What was done was that the British 
preferential was removed temporarily from 174 per cent to zero. If we had 
done nothing more than that, the margin would be widened, you see, between 
the M.F.N. and the British preference. The new margin would be the difference 
between zero and 174 per cent plus 3 cents a pound, but that was not permitted 
under the Geneva Agreement. Therefore, we had to remove a similar amount 
from the M.F.N., and we simply removed the 174 per cent from the M.F.N., 
leaving 3 cents a pound. The rates now are free to the British under the British 
preferential rate, and 3 cents to the M.F.N. Therefore, the margin is exactly 
the same as before but the rate of 3 cents a lb. still remains on the M.F.N. 

Q. That means that the British preference has been reduced by 173 per cent? 
A. That is right. 

Q. But what I am suggesting is that we have not done that. Having entered 
into that bargain, so far as Geneva is concerned the United States will never let 
us put that back where it was before?—A. Certainly, they cannot stop us. This 


is a voluntary unilateral act on our part. We did not bind that decrease so the 


government is free at any time to put it back where it was. It did not bind the 
decrease. 

Q. Under the Export Control Bill we have put quotas on pretty much the 
same sort of goods coming in from the United States, have we not?—A. That is 
right. 

Q. And at the same time, by reason of the situation that existed before, Great 
Britain would be almost able to flood our market with those goods, and we would 
be quite satisfied to have them. How does this customs arrangement of a few 
days ago affect the situation?—-A. In the first place, Mr. Timmins, we were far 
from being flooded by the British. In fact, we were falling far short of what we 
wanted to get from them and the very purpose of making this reduction is to 
enable us to get more of their textiles. We want and need them. If they were 
sending us the quantities we want there would be no point in this thing, but it is 
precisely because the opposite prevails. In other words, we are getting far less 
than we needed or hope to get and far less than it seems likely we will get during 
this year. 

Q. Then this was a spur to obtain more articles from the United Kingdom? 
—A. Yes. 


By Mr. Isnor: 

Q. Would the price of the manufactured article not enter into this as well? 
Naturally it would have its effect on the price market—A. Certainly. The 
understanding was that the reduction in duty would be passed on to our buyers. 
That was one of the understandings of this whole action: 

The Vice-CHatrrMANn: Gentlemen, it seems to me we are discussing tariffs at 
the present time and not the Geneva Agreement. I think that question should 
have been put on article I, subsection 3 (a) and we have now passed that article, 
and I think we will revert to the balance of payment. 


By Mr. Quelch: 
Q. The question I should like to ask relates to Articles XII, XIII and XIV. 


Mr. Deutsch is no doubt familiar with the discussion that took place in this com-_ 


mittee at the time of the Bretton Woods Agreement. Many felt that the Bretton 
Woods Agreement placed the main pressure on the debtor nations in order to 
bring about the balance of payment, and, except for article VII, nothing was 
placed on the creditor nations to bring about the balance. I remember that at 
that time it was suggested the situation would in all probability be taken care of 
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under an international trade agreement, such as we have before us now in the 

Geneva Trade Agreement. It seems to me, however, that the Geneva Trade 

_ Agreement further aggravates the situation. It would appear to me that a debtor 
nation must have the right to say to its creditor nation, with which it has an 
unfavourable balance of trade, that either that nation will have to buy more 
goods or that it, the debtor nation, should have a right to place restrictions 
against the imports of the creditor nation, without having to place similar restric- 
tions against other nations with which it might have a favourable balance of 
trade. 

I should like to ask Mr. Deutsch whether he agrees that a debtor nation, 
which has an unfavourable balance of payment with one nation and a favourable 
balance with another nation, should have the right to restrict imports from that 
nation without having to place similar restrictions against the imports of other 
nations. I do not merely refer to the period of transition but to a matter of policy 
for all times?—A. You are asking me my personal opinion, are you, sir? 

Q. First of all, that is not permitted under the Geneva Agreement as a matter 
of principle, is it?—A. No. Taking your questions in order, sir, the first proposi- 
tion you made was that a country which was a debtor country should be permitted 
to control its imports from the creditor country so as to improve its position. 
Well, that is permitted under Article XII, but I am not quite sure what you mean 
by a debtor country. I assume you mean a country that is in balance of payment 
difficulties. 

Q. Yes, and one that has exhausted its funds—-A. A country might be a 

debtor nation and might still be in favourable balance of payment. : 

Q. But it has to control them on all nations on a similar basis?—A. I was 
coming to that. Under normal circumstances it is not supposed to control 
the imports in a discriminatory manner. It is supposed to control the imports 
’ from all countries, but under Article XIV, which comes later, for a period 
following the war and for a period of readjustment, countries may discriminate. 
; 


=) 
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Now, what you are objecting to is the fact that there is a limit. 

Q. Yes—A. You are asking whether it is a wise or unwise provision to 
be able to discriminate for that five-year period only. 

Q. Yes, in view of the fact that we have always had difficulties in the 
past—A. I think you have to weigh the various advantages and disadvantages. 
It is not a black and white case, and people can come to their own conclusions 
as to whether the black outweighs the white or vice versa. The whole purpose 
of the provision is to try and re-establish a multilateral system of world trade 
where countries are free to sell their products in places where they bring the 
best returns. In other words, the exporters of any country are free to sell 
wherever they choose in order to get the best returns that they can. Similarly, 
on the other side of the picture, it is to enable countries to buy wherever they 
choose in order that they may get the most advantageous terms. It is assumed 
that an arrangement of that kind leads to the greatest measure of prosperity for 
all. That is the assumption. 

Mr. BuackMmore: It is merely an assumption. 

The Wirness: If a country is free to make the best bargain it can make 
in both what it sells and what it buys, it will be able to achieve the greatest 
prosperity. 


By Mr. Quelch: 

Q. Does not this work out to the benefit of the chief creditor nation, the 
United States? Canada is now in balance of payment difficulties with the United 
States, but we have large credits in Europe. However, under the Bretton Woods 
Agreement, they are of no use to us—A. Might I just carry on with the 
explanation I was giving. I was explaining that that is what is meant by 
multilateral trade. Each country is given the opportunity to sell on the best 
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markets, and it is given the free opportunity to buy on the best markets. The 
other side of the picture is this: if countries are permitted to place restrictions 
arbitrarily, let us say, or for reasons of policy, against imports of some countries 
and not against the imports of other countries; and similarly, countries that 
are buying from others are able to determine arbitrarily the source from which 
they buy, such a situation could easily lead to a case where every country will try 
to strike an even balance in its trade with the other countries. Suppose a 
country is selling $100,000 to a certain country and buys $200,000 worth of 
goods from that same country. If there is perfect freedom to put on whatever 
controls are desired, the tendency would always be to try and bring the trade 
into balance. The country which is buying $100,000 and selling $200,000 
worth of goods is vulnerable. Its customers will say, “You have either to buy 
$200,000 worth of goods or we will cut down your exports to bring you into 
balance.” If every country around the globe does this, the result will be that 
the total of world trade is going to be reduced. 

Q. Does not the responsibility to clear the credit remain with the creditor 
nation?—A. The trouble is, who is going to pay for such clearances? What 
you are saying now is that it is a good thing not to have these bilateral balances, 
and if we have them let somebody else pay for the differences. That is a very 
difficult thing to do, and it is quite impracticable. 

Q. That would be true if the nations holding these credits did not have 
the goods with which to clear them, but history has shown that nations did 
have the gooods to clear them.—A. In the past some of the creditor nations 
have not permitted the inflow of goods to the extent that I think they should 
have, but this is precisely the sort of problem that this agreement is trying 
to deal with. 

Q. Where do we get to if the multilateral trade system does not work? 
We have a serious deficit in United States dollars and large credits in Europe, 
which cannot be converted under the Bretton Woods Agreement, and if that 
situation continues surely we should have the right to say to the United States, 
“You have to buy more from us in order to do away with the scarcity of 
American dollars.”—A. That is what we are trying to do here. 

Q. Can you guarantee that that will be done?—A. Mr. Quelch, one cannot 
guarantee anything in this world of ours. 

Q. Should there not be an escape clause for all times? JI remember. Mr. 
Rasminsky saying that there would have to be a change of heart on the part 
of the United States. Suppose that change does not come. We have now tied 
ourselves down to the position where we have to bring about a balance of 
payment or suffer penalties under Article V of the Bretton Woods Agreement.— 
A. No, the purpose of this agreement and of the Bretton Woods Agreement 
and of the International Bank and of E.R.P., is precisely to bring about a 
situation where this universal shortage of United States dollars can be over- 
come. All these things are so designed as to re-establish the kind of trading 
in which we can sell to Europe and Europeans can pay us in money with which 
we can buy our requirements from the United States. These things are all 
directed that way. You say that this will fail. In this program one of the 
principal factors has been the United States. It has itself taken the leadership 
in adhering to undertakings which require it to take more goods from the rest 
of the world. That is precisely what this whole thing is about. 

Q. Apart from the reduction of tariff, what are those undertakings?— 
A. In the first place, they not only bind themselves not to increase tariffs which 
they have bound, but to reduce the tariffs under the Geneva Agreement. After 
the last war just the opposite happened. The United States did not bind 
themselves but raised their tariff and created a lot of trouble for the whole 
world. That is what happened before and that is what brought about the 
results to which you refer. This time we are beginning in an entirely different 
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way. The United States says, “We are prepared to reduce the tariffs and bind 
them at the reduced rates, and, furthermore, we are prepared to tie our hands 
by the provisions in this agreement which do not give us the unilateral rights 
to control imports from other countries.” Indeed, the up-shot of these agree- 
ments goes farther than that, because the only countries that can control their 
imports are those countries which are in balance of payment difficulties. Those 
countries which are not in balance of payment difficulties cannot control their 
imports by quantitive restrictions. That means that the United States, which 
is not in balance of payment difficulty nor will be as far as I can see in the 
foreseeable future, has not the right generally to control United States imports 
by means of quantitative restrictions. That is what is set forth here. Countries 
who are in balance of payment difficulties may do so. For all practical 
purposes every country in the world may control its imports from the United 
States, but the United States itself cannot control the imports from those 
same countries for exchange reasons. 


Q. On the other hand, the United States is producing far more than the 
people are able to buy and they have a large surplus. How can they import? 
Who is going to import goods into the United States if they already have a 
surplus on hand? At the present time their production is far in excess of 
consumption. They, at the present time, are exporting about $6 billion more 
than they are importing. They would like to cut that down, but the situation 
will probably be that their total production will be in excess of the effective 
demand in the country and they will have an exportable surplus. So long 
as they have that surplus is there any likelihood that the people in the United 
States will import?—A. At the present time the United States would very much 
like not to export as much as they do, and they are giving free gifts to Europe 
in large quantities to enable the European countries in the future to do without 
buying from the United States to the extent they do today. 

Q. But when they get beyond that transition period, when the European 
nations get on their feet and are able to produce more goods and are anxious 
to pay for their imports by exports, United States production will still be high 
and will probably be in excess of the effective demand?—A. That is not 
necessarily so. 

Q. That has been the history in the past——A. Not always. 

Q. In the thirties; since the war?—A. No, not since the war. 

Q. Since 1914?—A. Not always as you say. 

Q. They were expanding their exports?—A. Certainly; we were, too, and 
everybody else was. It is true there were fluctuations, and in the thirties there 
was over-production. That has happened from time to time in history, bu 
there were many periods where the opposite condition prevailed. 


Mr. BuacKmore: Give us a year in which that was the case since 1918. 
The Witness: Most of the years after 1920—1928. 


Mr. BuacKmoreE: Say three or four years; give it to us the next time when 
you have had a chance to look it up. 


The Wirnsss: I have looked it up. 


By Mr. Timmins: 

Q. Mr, Quelch speaks of when the countries of Europe get on their feet; but 
when the countries of Europe can get on their feet so that trading may go on, it 
would be by getting American dollars, would it not?—A. Yes. 

Q. And the only way they can get American dollars is to sell goods to the 
United States and get American dollars that way?—A. Or buy less from the 
United States. 
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Q. Through E.R.P. or borrow, as you say. Now, we in Canada want to sell . 
as much as we can sell to the United States and we have to do it, and Australia 
has made up her mind to do that very thing, and the United Kingdom has set 
all kinds of plans to get into the American market to sell their goods. How in 
the world are we all going to get that much money from the United States by 
reason of the goods that we will sell to her if we are going to get trade moving 
so that Canada is going to get more American dollars and so that all the other 
nations can do that? How can it be done?—A. Certainly it was done during the 
twenties, and in most of our history. 


Mr. QuELCH: The Americans made large loans. 


The Wirness: Certainly. Loans will not cease, because other nations will 
want the loans. 


By Mr. Blackmore: 

Q. They did cease in 1928 and 1929, did they not?—A. Yes; I am not going 
to say that the 1920’s are the ideal situation but there was a great increase in 
prosperity in that period. 

Q. 1928 was sort of the peak of presperity’?—A. Yes. 

Q. That thing occurred there—the cessation of American lending.—A. It 
occurred in 1929. 

Q. It started in 1928 and it went on—A. It may have declined in 1928. 
Those things fluctuate. But in the twenties the United States did lend a con- 
siderable amount of money abroad. Of. course, the only way a country can 
lend abroad is by exporting more than it imports, and if there are large loans 
there will be an excess of exports over imports. 


By Mr. Quelch: 


Q. We hope in the future that in order for a sufficient quantity of American 
dollars to be obtained by other nations of the world it will not be necessary for 
them to continue indefinitely to borrow from the United States; otherwise, it 
means that the world is gradually going into debt to the United States. In order 
to avoid that it will mean that the United States will have to buy; eventually 
they will have to balance their own trade. That will require changes within 
their own system to expand effective demand. Do you think there is any 
likehood of that? This will depend upon it.—A. That is quite right. If the 
United States by one device or another refuses to import and to increase its 
imports this thing will collapse. 

Q. The nations will go more into debt with the United States. Then there 
should have been an escape clause to protect ourselves so that we can say to the 
United States, “We are not prepared to go into debt with you. If you are not 
going to balance your trade with other nations we are going to have the right to 
curtail our imports from you and buy from other countries.” We should have 
that not only for five years but for all time—A. We have it. 

Mr. Timmins: You mean if we get into a dollar— 


The Witness: Yes; if we get it under the Bretton Woods agreement. If 
there is an exhaustion of United States dollars in the fund there is the right given 
to all the countries to ration.imports from the United States. 


Mr. QuetcH: The articles of the Geneva trade pact? 
The Witness: Yes, also under the Trade pact. 
Mr. Timmins: Is that XII-2-(i)? 
Mr. QuE.LcH: It is article VII. 


The Vicr-CHAIRMAN: Gentlemen, will you allow me to interrupt you for a 
moment? Mr. Deutsch has received a very urgent phone call. Will the com- 
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mittee permit me to suspend his testimony for abount five minutes while he 
answers that call? 

The committee took recess. 

On resuming: 

The Vicb-CuHatrMaNn: Mr. Deutsch, had you finished replying to Mr. Quelch’s 
question? 

The Wirness: Mr. Quelch, I share the general apprehensions that. you have 
expressed, that if there is a severe depression in the United States lasting for any 
period of time or if the United States refuses to carry out the purposes which are 
laid down here, for one reason or another, then this thing is going to face great 
difficulties. But the purpose of all this is precisely to remove these things which 
have caused troubles in the past. In this thing the United States itself has made 
very important commitments and has not only made the commitments but has 
taken the leadership in developing those institutions whereby the new efforts 
may be carried out. 

Now, I say you cannot forecast; with certainty things may happen; they 
may not carry them out or a severe depression may occur. 

Mr. JAENICKE: Or congress may reject it altogether. 

The Wirness: Or congress may reject it altogether. Of course, we cannot 
foretell that absolute certainty. Furthermore, there is no magic solution to 
this thing. There is no place where you can go and gay, “here is the solution 
and there is no other solution: here is the magic solution of our troubles in the 
future”. Simply to say you have not found that magic solution it seems to me 
is not going to get us anywhere. We have to work with the instruments we have; 
and try to learn from what has happened in the past and try to prepare for 
the troubles of the future. That is what we have done. 

Mr. McKinnon: Should these unforeseeable and regrettable circumstances 
develop and the United States should fail to carry out its obligation either under 
the agreement or under the charter or both, then we in turn are all released 
from our obligations. 

The Wirness: Certainly. If that happens this whole thing is over. 

Mr. QueLtcu: The mere fact that the United States refuses to import goods 
from other countries would be a breach of the Geneva trade pact; but there is 
nothing in the Geneva trade pact which compels them to buy. 

Mr. Marquis: They are obliged to respect their own obligations. 

Mr. QuetcH: Yes, but would other nations be able to respect their own 
obligations? 


By Mr. Gour: 

Q. Mr. Deutsch, did I understand you to say that the United States was 
the first country to come to that understanding at Geneva and Havana?—A. Yes. 

Q. Now, did I understand that they offered to reduce their tariff to every 
nation that wanted to ship their goods to them?—A. Yes. 

Q. On the another hand, it is an understanding among countries which is 
best for the world just now; is that right? I am sure the United States will not 
buy goods outside of that country when she has plenty of those goods in her 
own country. We cannot ask the United States not to produce. They have 
offered to do their best, because they have lots of money and they are prosperous 
and they have lots of goods. They have offered to the other countries to get 
the goods cheaper than they did before with no tariff barrier or a very small 
tarifi—they offered that to the other countries to help them out. If the 
United States or other countries will not respect their own word, well, it is a 
question that we cannot give our word to them or to any country. However, 
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I do believe that the United States is doing its best for the world, as are 
some other nations; therefore I think this is a splendid thing for us to try, and . 
‘f Jater on there is a disagreement it will not be our fault if we have tried to 
make it work —A. That is right. 

Q. We would have done our best. Later on somebody else might take our 
place, but I do believe it is our duty to try to get a better trade understanding 
than we had before. 


By Mr. Timmins: 


Q. Following up what Mr. Quelch was speaking about when talking about 
the imports of the United States: if the United States merchants or wholesalers 
or manufacturers do not desire to purchase any more wool from, say, Australia, 
I do not suppose Australia can force the United States to take the wool?— 
A. Of course not, sir. I think in this whole matter we must bear in mind that all 
the United States government can do is to give other countries certain assurances 
that it will not prevent other countries from doing their best to get into their 
markets. 

Q. They will leave the door open?—A. They will leave the door open. The 
United States government, as such, can only say: “We guarantee you certain 
treatment and we will guarantee that your treatment will not be worse than 
this and this’; and that is what they have done in this agreement. 

Now, of course, if other countries do not produce the kind of goods that 
the Americans want to buy or do not produce them at a price that is competitive 
or do not produce them in quantity and form and standard which the Americans 
want, that is hardly the fault of the United States. 

Q. As a matter of business?—A. As a matter of business. In this thing 
there is a two-sided obligation. It is not quite enough simply to say that the 
United States must be the Santa Claus for everybody, and that they must 
stand ready to take whatever they want to ship them without regard to price, 
and if they do not take them they are breaking international obligations. That 
to me is not realistic. Other countries must be prepared, if they want to sell 
to the United States, to sell them things the United States wants to buy, that 
they can afford to buy, and at prices which are competitive. 


By Mr. Isnor: 


Q. It is equally fair to say the United States made a very generous gesture 
in regard to doing business with all nations of the world?—A. They made-a 
gesture. 

Q. Because of their very favourable position as a wealthy exporter they 
invited a certain amount of trade with others. Now, Mr. Deutsch, I am going 
to ask you if that position exists in so far as the world is concerned could the 
same principle not be applied to this nation of ours? Could your department 
not undertake a survey in the various provinces so that the two prosperous 
provinces, namely Ontario and Quebec, could be made to realize that they 
could be of some assistance to the rest of Canada as the United States is to the 
world?—A. I am afraid that gets us into another field. That gets us into the 
field of dominion-provincial relations. I do not know whether the committee 
want to go into that. 


The Vice-CHAIRMAN: No. 


By Mr. Jaenicke: 
_ Q. The United States today occupies about the same position that Great 
Britain occupied prior to the first world war?—A. I think that is a very good 
way of putting it. 
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Q. And is not our whole trouble that the United States does not measure 
up to Great Britain? Would that be a fair question?—A. She will not measure up? 

Q. Yes. Have they gone far enough in this treaty?—A. To— 

Q. To take the position of the world’s banker?—A. That. thing is com- 
plicated by the very great disruptions and dislocations that came out of this 
war. That is one of the more complicating factors in the situation. At the 
present time the trouble is not that the United States keeps out the goods of 
others. That is not the problem at all at the moment. The trouble at the 
moment is that production in Europe has not recovered anything like the scale 
to which it would have to reach if they are going to be able to get along by 
themselves. That is the real trouble, and until European production is restored 
our basic exchange problem of today cannot be solved. That is the real trouble 
at the moment. That is not solely the fault of the American tariff or American 
import policy. That is a situation that arises out of the war. 


Q. You said before it cannot be solved with the instruments which we now 
have. What did: you mean by the instruments that we now have?—A. Not 
with this particular trade instrument. This trade instrument can facilitate. 
What we need there are things like E.R.P. and the things which the European 
countries are trying to do among themselves, by closer economic arrangements 
among themselves, and so on. That is the way you can solve that problem, 
and they are working on it now. The whole purpose of E.R.P. is to bring about 
the recovery of Europe, which is fundamental and basic before all these other 
problems can be solved. | 


By Mr. Blackmore: 


Q. Before the war broke out could we say that European production had 
recovered, or was in a thriving and prosperous condition before the war? Could 
we say that?—A. No, not entirely. 

Q. We hardly would hope that the European countries would recover to a 
more prosperous condition than they occupied in 1926 or 1927, would we?— 
A. I hope so, yes. 

Q. The condition to which they had attained in 1927 and 1928 was not 
sufficient to prevent them from getting into serious trade difficulties with the 
United States, and if we get them back to the condition they occupied in 1927 
and 1928 that will not be good enough?—A. I hope not. I hope we can go 
further than that. 

Q. I do, too, but I do not see how we can the way we are doing. I should 
like to ask one question on another line. The question was raised as to whether 
or not the United States does not now occupy a position comparable to that 
occupied by Great Britain before the first world war. The answer was given 
that she does. There is one qualification which I think should be made there. 
I think you would agree that Great Britain before the first world war was 
remarkably ready to accept pretty nearly any kind of goods in repayment for 
the goods she sent abroad while the United States today has a tariff structure 
keeping goods out which is so much greater than Great Britain ever had that 
you cannot compare the two at all. Therefore we certainly cannot say that 
the United States is in any way filling the position, or is prepared to fill the 
position that Great Britain did before World War I. The reason for that is 
that the United States has so much richer resources and so much more varied 
resources that she is not only able to be probably the world’s finest primary 
product producer, but the world’s finest secondary product producer. She is 
prepared to export every kind of goods and not prepared to import any kind 
of goods while Great Britain at her very best was only equipped to export 
manufactured goods and was not able to produce the primary products she 
needed. That makes a serious difference between the United States and Great 
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Britain. I think if we put those two facts along with the other they will be 
good food for thought—A. I did not venture any opinion on the question 
whether the United States, in fact, will be able to take the role which the 
United Kingdom played before 1913. I did not venture any opinion on that 
at all. 

Q. I realize that—A. All I am saying ‘is that the United’ States has by 
virtue of the sponsorship she has made of these programs changed very much 
her own conception of her role in the world. If you compare what she has 
done since the end of this war with what she did after the last war there has 
been a very important change of heart. All we can do is say, “Well, we will 
work along with you in that direction. Seeing you are prepared to recognize 
your position in the world we are prepared to work along with you on that, 
and if you give your word you will recognize your position in the world, you 
will make commitments, you will undertake to reduce your tariffs,” all we 
can do is work along with that because that is the right direction. Whether she 
will go far enough, whether she will be consistent, whether she will not backslide 
in the future, that I cannot say. Those are questions which we will have to 
see how they work out. All we know now is their present intentions, their 
present commitments, are all in the right direction. 

Q. If I may ask one more question then I will desist for a while. Are we 
in Canada, by reason of signing this Geneva Trade Agreement, binding our hands 
and rendering ourselves less capable of solving our problems by trading with 
nations other than the United States than we were before? If we give the 
United States commitments which injure us more than the commitments which 
she has given us help us that is an important major point?—A. To that question 
I would say no, because we have bound ourselves in certain respects, but we 
have done it in return for commitments from others. We have not bound 
ourselves unilaterally; we have not said, “We will tie our hands behind our 
backs and all the rest of you can do what you like.’ That is not what we have 
done. We have received concessions and commitments from others which are 
advantageous to us, and in return for those we have made certain commitments 
and concessions. The Canadian government agreed to that on the ground it was 
advantageous to us on balance. I say you cannot have everything one way. 
You cannot get commitments and concessions from others without giving some 
yourself. There is no way of doing it other than by this process. We ‘made 
mutual concessions one to another which all of us feel are in the general interest. 
That is the essence of this. You cannot get concessions and commitments from 
others unless you are prepared to make some yourself. That is not practical 
politics. 


By Mr. Marquis: 

- Q. Is it not true this agreement is intended to diversify importation and 
exportation of every country which is signatory to the pact?—A. That is quite so. 
Q. Instead of centralizing importation and exportation to the United States, 

as we are always referring to the United States, it concerns all nations, and we 
have to import from some other nations if we cannot import from the United 
States, and vice versa—A. That is right. This is intended to promote trade 
with all countries. There is one other point I should like to make in this general 
discussion which I think is important. We have a somewhat unique position as 
an international trader. We are a small country in terms of population but we 
are a very big country when it comes to international trade, a very big country, 
one of the very biggest in the world. We depend for our livelihood to a greater 
extent on international trade than almost any other country in the world. There- 
fore the conditions of international trade in the world are of fundamental import- 
ance to us. If we get commitments from others and concessions from others 
those concessions and commitments are terribly important. They are relatively 
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much more important to us than they would be to a country which is not so 
dependent on international trade. We often refer to the United States here as 
being a great and rich nation, but the United States is not dependent on inter- 
national trade— 


Mr. JAENICKE: Yes. 


The Wirness: Not in anything like the sense that we are. United States 
exports are approximately 5 to 6 per cent of its production. We export 25 to 30 
per cent of our production. That 6 per cent cannot be held to be fundamentally 
important. It is important, yes, and of course they like to have it, but the 
country would not suffer terribly if that trade was cut in half. The country 
would still be a very rich and prosperous nation, but if our trade was cut in half 
we would certainly feel it, and we would have most fundamental difficulties in 
this country. That is the difference. 

Therefore when a country like the United States makes commitments and 
concessions to others they are terribly important for countries like us. If the 
United States did not make those commitments or concessions and left itself 
completely free, to take arbitrary action or to take inconsiderate action, that 
could have most devastating effects upon us whereas the consequences to the 
United States may be relatively small because only a relatively small part of 
their whole production goes into exportation. Therefore we must always bear 
that in mind when we talk about commitments and concessions and things of 
that sort, that the concessions we get from others, particularly from a large 
country like the United States which is not so dependent on international trade, 
are terribly important for our own welfare. 


By Mr. Jaencke: 

Q. You do not want to leave the impression that if the United States export 
surplus or their export world trade is cut in two that it would not have a 
tremendous effect on their whole economic structure? It would cause unemploy- 
ment. I think the depression would be right there—A. I think it would have an 
effect, but it would have nothing like the effect it would have on us. The United 
States could lose half its export trade and it could by: other measures, by govern- 
mental measures of one sort and another, counteract it and hardly cause a ripple. 

Q. But not under their economic set-up—A. The United States is a very 
flexible country when it comes to questions of this kind. At the present time 
it is true that government action is very small, but that does not mean, if there 
is unemployment and a great decline in income, that the American government 
is going to sit by and do nothing. That cannot be simply assumed. It is clear 
that this problem of adjustment of the United States to a certain loss in its 
export market, is infinitesimal as compared to the problem we would have to 
face if we lost half of our export market. That is the point. 


Mr. JAENICKE: I admit it would be greater, yes. 


By Mr. Blackmore: 

Q. The main thing is that the United States would have to adopt an effective 
method of internal distribution, but we in Canada would be unable to solve our 
problem so fully by merely adopting an effective method of internal distribution 
to do that. Neither would other nations you can name in the world—A. That 
is a long story. 

Q. The only combination of nations that would be able to do that in the 
world would be the British Empire?—A. Perhaps. 

Q. And they would have more difficulty than the United States in doing 
so?—A. Yes, because of distance. 

Q. And lack of development?—A. That is right. 
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Q. I think that should be included in clarification of what you said—A. I 
said that the United States could adjust its loss of export much more easily than 
we could. 

Q. I think Mr. Quelch was leading up to the fact that if the United States 
had shown evidence of attempting to adopt a satisfactory method of internal 
distribution, then our problem would not be what it is at the present time. 
The United States has not adopted any effective system of internal distribution 
and so her situation is quite a serious one.—A. All of us have in the back of 


our minds what would happen if there were a serious depression in the United 
States. : 


By Mr. Quelch: 

Q. I think we all appreciate the E.R.P., but when the United States 
first put out their proposals they did not contain the wide escape clauses that 
the Geneva Trade Agreement contains, and so I take it that it is nations other 
than the United States who are chiefly interested in getting these escape clauses 
put in there?—A. I think that is true. 

Q. Has not the Havana Agreement widened these escape clauses, and again 
at the instigation of other nations?—A. Not substantially. There have been 
some slight changes. 

The Vice-CHAIRMAN: This general discussion on the whole Geneva Agree- 
ment has been most interesting, but are there no other questions on particular 
sections? 


By Mr. Timmins: 
Q. I would like to ask a question about article XII, clause 2. Under article 
XII (2) (a), is is provided that:— 

No contracting party shall institute, maintain or intensify import 
restrictions under this article except to the extent necessary 

(i) To forestall the imminent threat of, or to stop, a serious decline in 
its monetary reserves, Or | 

(ii) in the case of a contracting party with very low monetary 
reserves, to achieve a reasonable rate of increase in its reserves. 


That would be something like the position we were in before we brought 

in these import controls. Then the article goes on a little farther to say that:— 
Due regard shall be paid in either case to any special factors which 

may be affecting the contracting party’s reserves or need for reserves, 
including, where special external credits or other resources are available 

to it, the need to provide for the appropriate use of such credits or resources. 


Mr. Deutsch, what would be the explanation of that?—A. In No. 2 it says 
that a country may put on these controls where there is a threat or a decline in 
its monetary reserves. Now, its monetary reserves may have been built up by 
the contracting of a loan. Suppose the country borrowed a billion dollars from 
the United States and then took all that and put it into its reserves. 

Q. It says external reserves?—A. And it means reserves that can be used 
externally. It must be gold or American dollars. 


By Mr. Jaencke: . 

— Q. Would it include investments?—A. I shall come to that. There are two 
points. Suppose a country had built up its reserves by borrowing a billion 
dollars and it had to pay back that billion dollars in five years’ time. Well, the 
country might say that it is going to impose import controls because it finds 
itself in a bad situation. If it did not have regard to that loan reserves would 
be considered as low. It might be said that the country has a billion dollars in 
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reserve resulting from the loan; but they have to pay it back in five years. 
Therefore, they cannot include that loan in their reserves because it is a fic- 
titious picture. All this does is to say that you can adjust the reserves by any 
special credits you may have obtained, so as to give the real situation. What is 
meant here by a reserve is a liquid reserve and not a reserve arising out of 
short term debts. In other words, our loan from the United States would not 
be called a reserve in our case. 


By Mr. Blackmore: 

Q. Nor in their case?—A. That is right. It means liquid reserves, things 
that are quickly realizable. It also means realizable on any market in the 
world. In other words, if we had a very large holding of Czechoslovakia 
crowns, let us say, or some currency of that sort that cannot be used easily, that 
would not be regarded as a reserve. It has to be something that can be used 
readily, such as gold or United States dollars. 


By Mr. Marquis: 
Q. Suppose the United Kingdom made an annual payment. That would 
only be included in the reserve when it is paid and not before?—A. That is right. 


By Mr. Blackmore: 

Q. Then the payment would have to be made in American dollars or in gold; 
otherwise it would be of no value?—A. That is right. Your position is pretty 
well protected here. If you have ready realizable liquid reserves and they are 
threatened with a rapid decline then you may act to protect your situation. 

Q. But you must not be discriminatory even then?—A. You may be for the 
next five years. 


By Mr. Jaencke: . 

Q. With relation to article XII, subsection 5, could you tell me how many 
countries outside of Canada have made use of this section by applying import 
restrictions because of balance of payments? What is the extent of the nations 
signing this contract having taken advantage of this article? I know Canada is 
one.—A. They are legion. Those who have not taken advantage of it are better 
known. 

Q. Would you say there is a persistent and widespread application of import 
restrictions now?—A. Yes. 

Q. Are the nations consulting now as this article says they are?—A. It was 
not intended that this should apply to the present situation. When I say the 
present situation I refer to what is known as the transitional period. This refers 
to a period of five or six years from now after the transitional period is over. No 
one expected anything else but a widespread application of this at the present 
time. 

Q. Are they on the same basis as ours? Are they discriminating against 
us?—A. Yes. 

Q. What countries?—A. Most of the European countries are discriminating 
against us because they have to. They do not contro] the imports from one to 
another in the same degree that they control the imports from the western 
hemisphere. 


By Mr. Blackmore: 

Q. I wonder if Mr. Deutsch would be kind enough to give us a brief account 
of the conditions that he foresees which might probably come into existence 
within the next six years that would make our situation considerably different 
from what it is now. He says that we are now in a transitional period. I 
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would be much interested to know the factors which are making this at the 
present time a transitional period, and I should like to have an idea as to how 
these factors might be eliminated in the natural course of events in the next 
six years—A. The most important consideration at the present time is the 
condition in Europe, which is certainly not a normal condition. 

Q. Do you mean in respect to their inability to send us goods? ‘There are a 
great many goods that we would accept from Europe if their recovery was 
effected?—A. That is right. 

Q. That would not affect our relations with the United States except insofar 
as we would buy goods from European countries rather than from the United 
States. But, as matters now stand, being as close to the United States as we are 
and liking their goods and their prices, would the pressure to buy the United 
States goods be just as much even if European recovery were effected in the 
course of the next six years?—-A. There will always be a tendency to buy goods 
from the United States, but it is always a greater tendency when there are not 
other countries from which to buy the goods. We can only buy American goods 
now. That is the situation. One reason why our imports from the United States 
have increased so enormously is that we have been unable to get these goods from 
anywhere else. They donot have them. With respect to our imports of textiles, 
before the war, our imports of these commodities from the United States were 
very small, while from Europe they were quite sizeable. However, in the last 
few years our imports from European countries have been almost negligible while 
our textile imports from the United States have risen tremendously. The answer 
to that is that the European countries do not have the textiles to send to us. Our 
choice is either to get nothing or take them from the United States. 

Mr. Timmins: The same thing applies to glass products and dried fruits 
and iron and steel products. 

The Wirnzss: Yes, they have been unable to send us these goods. We also 
imported a great range of luxuries a lot of which came from France and Czecho- 
slovakia, but those countries have been unable to produce them. Anthracite 1s 
another product which falls in this category. As I say, the Canadian consumer 
wanted these things and the only place he could get them was from the United 
States, and so he bought them from there. That is why we refer to this as a 
transitional period. We certainly do not lke this situation, but European 
countries are not producing enough. The purpose of our own credits, which were 
extended during the last two or three years, and now the purpose of the E.R.P., 
is to try to get Europe back on its feet, so that it can send us the things it used 
to send us. Until that situation is restored we cannot come to any solution 
because at the present time we are so dominated by the lack of production in 
Europe. Our hope is that a European, recovery program and other assistance 
that might be given in the next four or five years will restore that production in 
Europe. 


By Mr. Quelch: 

Q. If, as a result of discussions that might take place, this decision 1s arrived 
at that certain nations who are suffering from unbalance of payment should 
impose a deflationary policy, is there any means by which that nation could be 
compelled to adopt that policy? Would it merely be an advice given to that 
nation or would there be any provision for that?—-A. This brings us to the 
problem which I think has been worrying Mr. Quelch as well as others. Suppose 
a major depression starts in the United States of the kind that we had in the 
thirties. We do not know whether it will happen, but we all wonder about it. 
-We hear a lot about it. If that happens many difficulties will arise. Few 
countries would be able to follow the provisions of this agreement. This is what 
would happen: The countries that would be put into trouble by a depression in 
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: the United States would start to apply the import controls of article XII. In 


other words, they would control the imports from the United States, and that 
country would then be faced with the situation that possibly every other country 
in the world would be putting controls on their exports whereas United States 
itself would have no right under this agreement to put any controls on what they 
would buy from other countries. 

Q. You say that they would impose restrictions against the United States 
under article XII. Nevertheless, they would have to impose restrictions against 
each other and they might have plenty of goods to trade with each other?— 
A. That is where the discussions come in. If that situation were to develop it 
would be clear to everybody that the source of the trouble would lie in the 
United States. Pretty quickly there would be general agreement that the real 
source of trouble lay with the United States. Now, unless the United States 
were to improve their situation other countries could not be expected to carry 
out their obligations and they would be within their right to release themselves 
of such obligations, because this agreement provides for the possibility of a 
waiver of non-discrimination provisions. Those countries that would be in 
trouble because of something that happened in the United States could make 
that waiver come into operation, and they would then discriminate against. the 
United States. That is what could happen. This is not a hard and fast provision. 
The countries themselves could agree to waive this provision regarding non- 
discrimination in such case and those countries would be in the great majority. 


By Mr. Blackmore: 
Q. May I ask another question in regard to this matter? Before the 
depression and before the second world war, one of the things that made the 
situation intolerable for many of the European countries was the fact that 


_ the United States insisted on the application of the most favoured nation clause, 


a 
: 


: 


even before this agreement. Now, was any provision made at Havana, in 
case the United States had a depression in her country which would bring distress 
to all other countries, that she would refrain from insisting on the most favoured 
nation clause as she did before the last war?—A. In the Havana agreement there 
is a section under which all countries undertake to do all they can to maintain 
high levels of employment and income within their own country, and under 
that section it is understood that if a major depression develops in one of the 
major countries that one of the basic conditions of the agreement has been 
broken and then a whole set of new adjustmentse have to come into operation. 
That is provided for and understood; but I might say that will apply more to 
the balance of payment section than to the most favoured nation clause. It is 
a tariff clause, and that depends upon actual tariff agreement. J do not think 
that the most favoured nation clause is an important element. How can you 
control your imports? That is what is important. The most favoured nation 
matter does not come into that. 

@. There were cases in which two European nations—I will not say it 
was actually agreed between those two—but such nations as, say, France and 
Belgium or Holland attempted to solve their difficulties by bilateral agreements 
and those were frowned upon by the United States and vetoed.—A. Not by the 
United States. 

Q. The information I have says that that is the case.—A. I might elaborate 
on that. The United States cannot prevent and never could unilaterally pre- 
vent other countries from not observing the most favoured nation rule. That is 
up to themselves. All the United States can do is say, “If you cease to give 
us most favoured nation treatment we will not give it to you.” 

Q. That is the way they do it?—A. That is up to the other country. That 
certainly is not an abuse by the United States. They simply say, ‘If you refuse 
to give it to us we will not give it to you,” and that is the elementary right of 
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any country. If you do not want to keep to a bargain, all right, break the 
bargain, but you cannot make me abide by a bargain which you have broken. 
Why should any country be put in that position? We would not want to be — 
put in that position. Why should we be forced to give most favoured nation 
treatment to other countries that do not give it to us? All we can say is, 
“If you do not give it to us we will not give it to you.” If you, in that 
situation, decided it was more advantageous to receive most favoured nation 
treatment than not, that is your own business. You have to make your own 
choice. I do not think there is anything wrong with that. 


By Mr. Jaencke: 

Q. May I refer to one statement you made before: you said, one nation one 
vote?—A. Yes. : 
| Q. Where do you find that in the agreement?—A. In a later article. 

Q. Is there a constitution, or is +t in the Havana charter?—A. It is in the 
Havana charter. It is also in a later article here. 

Q. That is fine if it is in an article. : 

The CuairMAN: Now, gentlemen, we have dealt with articles XIII and 
XIV at previous meetings; should we consider them as having been passed, or 
are there any other questions you wish to ask on those two articles? 


Mr. JamnicKE: I am satisfied. | ; 
The CuatrMan: Those refer to non-discrimination and exceptions to the 
rule. 


By Mr. Quelch: 

Q. With regard to article XIV, 1 (d), it refers to the contracting parties 
consulting with the fund. Do the contracting parties only consult with the 
fund where it is specifically mentioned in the agreement or would XIl-5— 
would there be consultation between the contracting parties and the fund in 
that case?—A. Oh, yes, there would be consultation with the fund in that case. 
In all these exchange matters naturally there will have to be consultation with 
the fund because you have two organizations dealing with the same subject. 
Tf each one of them goes its own way completely you can get into trouble. 


By Mr. Timmins: 
Q. They are bound to the fund?—A. There is bound to be the closest 
consultation between them on exchange matters. 
Q. In the fund the votes are according to the amount of capital?—A. In 
this organization there is one nation one vote. Of course, the fund cannot do 
anything to dominate this organization. 


By Mr. Blackmore: 

Q. Except through the individual members?—A. Except through the indi- 
vidual members; but the individual member has only one vote in this 
organization. 

. Q. The individual members are members of the monetary fund?—A. That 
is right, but they have one system of voting in the fund and another in this 
organization. 


By Mr. Quelch: 


Q. It is all right so long as the fund cannot out-vote this?-—A. It cannot 
veto anything. ; 
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By Mr. Jaenicke: 
Q. It is only in an advisory capacity?—A. It is only in an advisory 
capacity in connection with questions arising. It does say they will consult; 
but when it comes to a decision this organization will make the decision. 


By Mr. Marquis: 
Q. When it is a matter of permanency it has to be referred to the fund?— 
A. It states they are to consult with the fund, but they do not have to take 
their decision when obligations are enforced. 


By Mr. Blackmore: 


@. The fund can deal with individual members as members of the fund 
regardless of the commitments in connection with Geneva?—A. Yes, inside the 
fund. 


Mr. Timmins: Mr. Chairman, some time ago Mr. Kemp gave me a 
schedule showing tariff items and sub-items of the British preferential rate in 
respect of the margin between the British preferential rate and the most 
favoured nation rate which had been eliminated as a result of Geneva—ninety- 
four items. It also shows the nations responsible for having this elimination 
take place. It is a handy schedule and I wonder if the committee would like 
to have it on the record. 

The CHAIRMAN: I think it is already on the record. 

Mr. McKrnnon: It is in the record, No. 2. | 

Mr. Timmins: There was one schedule which Mr. Kemp gave me that 
had to do with six primary commodities which are manufactured in Canada: 
axe heads, asbestos, laundry machinery, automobile parts, aluminum products 
and electrical appliances; and it shows the reductions in each of these cases 
which have been made by various nations in their tariff in allowing our goods 
to enter their countries. It is a handy schedule, but it is rather long. I am 
putting it before the committee to see whether or not they would like to have 
it in the record. : 

Mr. BuackmoreE: I would like to have it in the record. 

Mr. Marauts: Is it not already in the record? 


The CuHarrMAN: No, that was given to Mr. Timmins for him to go through 
‘and see whether he wanted to question Mr. Kemp on it. Was not that the 
understanding? 

Mr. Timmins: The question was whether or not it was too long to be put 
on the record. I do not think it is too long. 

Mr. McKinnon: I misled the committee. I thought the vote was to put 
the list of ninety-four items into the record, but the secretary says it is not in 
the record. 

The CuHatmrMan: If it is not in we will put both of these items into the 
record. 

(See appendices “A” and “B” to today’s evidence.) 


By Mr. Blackmore: 

Q. I wonder if it would be fair to ask Mr. Deutsch this question: is not the 
European recovery plan, commonly known as the Marshall plan, in effect really 
a device for renewing United States foreign lending to Europe?—A. It is not 
lending; most of it is a straight gift. 

Q. Is there no lending?—A. Yes, there is some lending. A certain propor- 
tion of the fund may be given on loans, but the great majority of the funds are 
given as gifts. 
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Q. And are a good many commitments required from the various nations 


receiving assistance under that plan?—A. Some commitments are required; most — 


of them are of the nature which any country which is extending free aid—which 
any country would expect. 


By Mr. Quelch: 
Q. Are there not limitations upon the type of production?—A. No. 
Q. Not in England?—A. No. 
Q. There have been such reports from England —aA. No, nothing like that 
in the sense you mean. 


By Mr. Blackmore: 


Q. Where can we get the authentic or real nature of this plan?—A. There 
is an Act passed by congress, the European Recovery Act. 


The committee adjourned to meet again at 8.30 p.m. 


EVENING SESSION 


The committee resumed at 8.30 pm. The Vice-Chairman, Mr. G.- E. Rinfret, 
presiding. 


J. J. Deutsch, Director, International Relations Division, Department 
of Finance, recalled: 


The Vicn-CHamMAn: When we adjourned: at six o'clock, we were Just 
starting on article XV, exchange arrangements. Would you like Mr. Deutsch 
to explain briefly what this is all about or would you rather just ask questions? 


By Mr. Jaemcke: 


Q. Give us a short explanation—A. Mr. Chairman, I should say to the - 


honourable members before we finally leave article XIV that this article was 
amended at Havana. It was agreed among the countries who signed this Geneva 
agreement that that amendment made in Havana will apply as from January 1, 
1949. In other words, the amendment is definite. It has been fully agreed upon 
by all the countries who signed this agreement. 

I should state very briefly what the amendment is so honourable members 
will know what the correct picture is now. At Havana, article XIV which con- 
tains the exceptions to the rule of non-discrimination, was widened somewhat 
by introducing a provision which will enable countries to continue to have 
such rights and such privileges as they have acquired under the International 
Monetary Fund. As the article stood in its original form, namely, the form 
that is in your document before you, the article restricted the privileges which 
certain countries had under the International Monetary Fund. Those countries 
wished to retain their full rights under the International Monetary Fund an 
their desire prevailed. As a result of that, provisions were written in here which 
give those countries the right to continue to exercise the controls which they 
are allowed to exercise under the International Monetary Fund. 

However, that in no way affects the Canadian position. We had no par- 
ticular escapes under the International Monetary Fund, so that change made 
at Havana does not change our position. So far as Canada is concerned, it will, 
in practice, be governed by the provisions of the clause as it stands here. | 
just wanted to make that clear to the members. 
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Q. Would it be permissible for you to tell us what countries those were 
and what controls they exercised?-A. The countries were mainly the countries 
in Europe and some of the countries in South America. Under the International 
Monetary Fund very liberal provisions were made available to the countries 
which were occupied by the enemy. Those countries which were occupied by 
the enemy were given a very large measure of freedom to control their exchanges 
for a transitional period after the war on the ground those countries were in a 
very difficult economic situation and would have to take extraordinary measures. 
The Monetary Fund agreement said, in that case, we will allow you to take 
extraordinary measures. They were given a very large measure of freedom to 
discriminate and make bilateral arrangements and a lot of other things because 
of the difficult economic situation in which they found themselves after the war. 


The Monetary Fund said, for a period of five years, we will allow you, 
to do pretty well what you like. However, after that you will have to get rid 
of these controls. Under the Geneva agreement this freedom was somewhat 
restricted. At Havana these countries said we need that freedom. We cannot 
accept the limitations put in here. The other countries agreed, so they added 
provisions making it possible for those countries to continue to exercise such 
freedom as they had under the Monetary Fund. 

As I say, it does not affect the Canadian position because we were not 
occupied by the enemy. 


By Mr. Quelch: 
Q. Did France devalue under that privilege?—A. No, that applied to the 
exchange rate clause in the Bretton Woods agreement. 
Article XV, exchange arrangements. This article deals with the relationship 
of the Geneva agreement to the International Monetary Fund agreement, 
Clearly, in this field of exchange, the two organizations overlap. 


By Mr. Timmins: 


Q. Does not the International Monetary Fund seem to have the last say 
and be the over-riding authority under this section?—A. Perhaps I should 
explain the whole section first, then I will come back and answer your question, 
Mr. Timmins. 

As I was saying, in this field of exchange both organizations have functions 
which overlap and provisions had to be written in here to prevent any possible 
conflict or a confusion of policies. Therefore, in this provision it is stated, first 
of all, that the two organizations will make arrangements to consult closely 
on all matters affecting both organizations. They will set up machinery for 
such consultation. | 

It goes on to say, also, where a member of the Geneva club is not a member 
of the International Monetary Fund, then that country which is not a member 
of the International Monetary Fund has to enter into a special exchange agree- 
ment with the Geneva organization. This exchange agreement will cover prac- 
tically the same things the International Monetary Fund covers. Consequently, 
for all practical purposes the countries will be members of both organizations 
or, at least, will be under the same obligations in respect of both the Fund and 
the Geneva agreement. 

It also discusses the rule which the Fund will apply in considering the 
application of the exchange escape clause in this agreement. It simply states 
this; that the Fund will have the final say with respect to the fact as to whether 
or not a country’s monetary reserves are dangerously low and what constitutes 
a serious decline in a member’s monetary reserve. The voice of the Fund on 
that question shall be binding. You cannot put on those restrictions unless your 
reserves are, or are threatened with a serious decline or are dangerously low. 
Only when that happens may you apply the restriction. 
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The question is, what constitutes a serious threat and what is meant by a 
dangerously low reserve? Someone has to rule on that question. In this clause, 


it says that question of whether or not the reserves are dangerously low or | 


whether they are threatened with a serious decline is a matter for the Monetary 
Fund to decide. The reason for that. is this; the Monetary Fund has all the 
facts regarding a member’s reserve. situation. The Bretton Woods agreement 
requires each of the members to vive full information and current information 
on the reserve position of each country. So, the International Monetary Fund 
has an up to date record at all times of the reserve situation of every member 
of that fund. Therefore, it is logical that the organization which has the infor- 
mation should pass on the facts as they are known. To that extent, Mr. Tim- 
mins, the fund has a voice, but only a voice as to the question of fact. It does 
not even go so far as to say that if the fund pronounces unfavourably on the 
country concerned that country may not go ahead, nevertheless, and put on the 
restrictions. It does not go that far. All it says is, on the question of fact 
whether a country is threatened with a serious decline in its reserves, or has 
dangerously low reserves, on that fact the word of the fund shall be taken as the 
final word, but what happens after that is a question for the Geneva organiza- 
tion. Very briefly that is what 1s contained in this clause. 3 | 


The Vicr-CHAIRMAN: Are there any questions on this article, gentlemen? We 
shall pass on to article XVI, Subsidies. It is only a question of notification to 
the contractng parties, is it not? | 

The Wrrngss: I might say a very brief word on that, Mr. Chairman. From 
time to time honourable members have asked questions about subsidies as to 
whether or not they are permitted. The only discussion of subsidies is contained 
in this provision here, and you will notice this provision does not prohibit the 
payment of subsidies. It simply says that in cases where subsidies have the 
effect of increasing exports unduly, or have the effect of perhaps harming the 
snterests of another country, in that case the country must notify the other 
country of the subsidy which it is paying, and the likely effects it will have, and 
it must be prepared to consult with any party which regards itself as being 
injured. It does not go beyond that. You are required to consult with anybody 
who claims he is injured by your subsidy, and it is hoped that in the consulta- 
tion you will perhaps explain your position and get an understanding of the 
situation. If you pay a subsidy and it has the effect of injuring somebody else 
that country will ask you to discuss it. Naturally you will discuss it with that 
country and see whether you can come to some understanding. If you cannot 
there is nothing here that says you must stop paying your subsidy. You can 
still go ahead and pay your subsidy. 


By Mr. Quelch: 


Q. It would be a violation of the principle?—A. It would be some violation 
of the spirit, perhaps, but there is no sanction applied against you if, indeed, 
you go ahead nevertheless. 


Q. That would refer to a situation where the government might maintain 
a floor above the world market price, and then the government would export 
below the world market price?—A. And pay a subsidy in order to be able to sell 
below the world market price. That is the sort of situation where it arises. 


By Mr. Jaenicke: 


Q. What about the situation of the gold subsidy we are paying now ?—A. 
Gold is not dealt with in this agreement. Gold is exempted as being a peculiar 
commodity which is not covered by this regulation. Gold 1s covered only by the 
regulations prescribed by the International Monetary. Fund, and any questions 
arising about our subsidy would have to be raised by the International Monetary 
Fund. Gold is exempted from this whole Geneva Agreement. 
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By Mr. Blackmore: 
Q. What shall constitute a serious breach? Is anything said in elucidation 
or clarification of that expression?—A. I should think that in the case where a 
country subsidizes an export and— 


By Mr. Jaencke: 

Q. Can you name us an example?—A. Let us take an example. Suppose the 
United States subsidizes the export of wheat. 

Q. Have we got a concrete example of some country subsidizing some 
commodity for the purpose of stimulating export?—A. Yes, I can take an example 
that has been in effect. The United States, as you know, has for some years been 
subsidizing the export of wheat because they maintain a domestic price which 
very often is above the world price. At the present time it is not, but for some 
years before the war the United States’ internal price of wheat was above the 
world price. The United States wished to export wheat but obviously she could 
not export it if her price was higher than the world price. Nobody would buy 
it at that price. What they did was they subsidized the export price. They paid 
so much a bushel to anybody who exported wheat which enabled that exporter 
to sell his wheat at the world market price. Otherwise he could not sell it at 
the world market price because the world market price was lower than the 
domestic price. The United States’ government made up the difference by paying 
a subsidy. That is a straight case of an export subsidy. 


By Mr. Quelch: 

Q. That might easily happen in Canada in the future because the govern- 
ment has more or less promised the farmer stabilized prices. Suppose that were 
done and the contracting parties objected would Canada then feel obliged to stop 
the subsidy in order to live up to the principle of the agreement, or would we 
not consider that necessary ?—A. No, Canada would be required only to consult. 

@. I mention that fact because Mr. Abbott on one occasion in the House 
when we were discussing the austerity program—I forget what part it was— 
stated it was true there was an escape clause we could have used but Canada 
felt obliged to live up to the principle. I was wondering if the same thing would 
apply to this. Would we feel obliged?—A. There is not here even a definite 
principle stated. 

Mr. JAENIcKE: The principle would be to increase exports. We would not 
subsidize our wheat to increase exports. 

Mr. QuretcH: No, but we might maintain a floor, and that floor might be 
above the world market price with the result it might be argued we were actually 
maintaining production at a higher level than we would have if we did not have 
that floor. 

Mr. JAENIcKE: Yes, but it must operate to increase exports. 

Mr. QuetcH: If you stopped a decrease would that not be considered the 
same as an increase? You might actually stop a decline by maintaining a floor, 
and vice versa, and that would be an increase. 

The Wirness: I might carry on my example and that may answer your 
question, Mr. Quelch. I explained the United States’ government has at times 
before the war subsidized the export of wheat. The United States have had for 
a long time a certain rough proportion of the world market in wheat. It varied 
from a few per cent up to 20 per cent, and very rarely went above that before 
the war, of the world market in wheat. Suppose they subsidized their wheat 
to such an extent that they were getting 30, 40 or 50 per cent of the world market 
because of the subsidy. That would clearly be a case where they would be 
prejudicing the interest of other exporters, and that would be a case where other 
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countries could complain because by means of the subsidy they were forcing 
other countries out of the market. That would be against the spirit of this _ 
undertaking, but if they paid their subsidy in such a way that they did not push 
the others out and say they kept their proportion at a reasonable level, 20 per 
cent, or whatever it is, then there would be no complaint under this clause. It 
is simply to prevent countries that are particularly able to pay subsidies because 
of their superior wealth from pushing out all the small fellows who have not got 
as much wealth to subsidize with. That is the purpose of this clause. - 


By Mr. Argue: 
Q. The importing countries could still levy anti-dumping duties?—A. Yes. 
Of course, on any commodities they really want they are not likely to put 
on anti-dump duties or countervailing duties. It is quite true if they wanted to 
put on a countervailing duty against a subsidy they could do so. 


By Mr. Quelch: 


Q. They could only do so if it were selling for less than the internal price? 
—A. Yes. | 


By Mr. Blackmore: 

Q. Suppose we were dealing with a case like that of France before the 
war. France subsidized her wheat price so that her farmers received so high 
a price it paid them to produce their wheat and shut the rest out.—A. Yes. 

Q. What would be the position of France?—A. Again there might be cause 
for complaint there. For the sake of argument suppose France had been pro- 
ducing 50 per cent of its requirements for many years and had been importing 
the other 50 per cent say from Canada. Suppose France said, “We are going to 
put on a big subsidy, and we are going to subsidize no matter how much it costs 
us until we produce 100 per cent of our requirements.” It would mean we get 
pushed out of the market. We may say to France that we think that is not a very 
eood thing to do from our standpoint, and we want to discuss it with you. That 
is the first-thing you could do. You try to come to some understanding, point 
out where they are hurting us and how seriously they are hurting us, and try 
to get them to modify their position. Suppose they do not. There is nothing 
in here that says they must, but I think if they pushed it too far it would be 
against the spirit of this thing, and if it were really very very serious you could 
eet the organization to take some action. I think it would have to be pretty 
serious in that case. 3 | 

Q. On what grounds could France defend her action with good grace? Can’t 
you say, for example, well, now we are in such and such a position, our position 
is in jeopardy and we therefore want to raise our own wheat?—A. That would 
be one step she could. take, yes. 

Q. And make herself self-sufficient; and in the case of France she could 
also say, we want to have markets for our manufactured goods within our 
agricultural areas; that would be accepted as an argument?—A. That could 
be an argument. 

Q. And could she say, we want to be nationally self-sufficient in case 
of war or some great disaster?—A. Yes. 

Q. All those arguments would be acceptable?—A. I do not say they would 
necessarily be accepted, but they would be arguments that could be made. It 
all depends on the circumstances. In certain circumstances the argument that 
they must be self-sufficient for purposes of war might be a very strong argu- 
ment. As I say, it would all depend on circumstances. 
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By Mr. Isnor: 
Q. While you are discussing the question of subsidies may I call attention 


_ to a situation which developed, one which I recall in connection with Newfound- 


land and the subsidy they paid on their fish in order to help them to get into the 
American market. That was about 10 years ago. Was that an example ?—A. It 
was an example, yes; but, again, if they subsidize the exports of their fish to a 
degree which pushed the Nova Scotia fishermen out of the market that would be 
cause for complaint on our part. That would be against the spirit of this 
undertaking. They are not supposed to carry their subsidies to a point where 
they cause serious prejudice to another country. Now, if that were serious as 
against the Nova Scotia fishermen we would ask Newfoundland to give an 
explanation of the situation to us. If they proceeded to subsidize to a degree 
where our people were being pushed out of the market we would ask New- 
foundland to modify its practice. 


By Mr. Blackmore: : 

Q. How far back would you go, would you go back to 1926?, as being a 
traditional market?—A. That, would vary in every case. 

Q. Should there be some base period on which to base these discussions?— 
A. Yes. We felt, you could not write down a base period which would be 
applicable to every country under all circumstances because some commodities 
in certain periods of years might have a very abnormal situation, when the situa- 
tion would not be a proper situation, so a statement was made that there should 
be regard to a representative period, and the question of what is a proper 
representative period is a matter of the particular circumstances affecting the 
commodity. You cannot lay down a general rule which would be applied over 
all time for every commodity because obviously there would be some years 
when a particular commodity might face an abnormal situation; so we said 
we must have regard to a representative period, the representative period being 
generally the closest period of years, something like three or four years in some 
recent period. 

). So, now we come to the question of exports of surpluses; let us say a 
country is manufacturing flour and they reach a point where they are producing 
all of their own flour and then they begin to have a surplus for export. Let 
us assume that the country is developing beyond the point where it is self- 
sufficient in flour, and they would have to take the market away from somebody 
else in order to expand their own outlet. What would be done in a case like 
that?—A. There is nothing to prevent a country from exporting anything at 
any time as long as it does not force it by means of a special subsidy. Let us 
take the example you gave, the flour industry; they could simply go ahead 
and export that without government subsidy. They could expand their flour 
market as much as they liked. The only question which arises is when the exports 
are forced by means of a government subsidy. That is the only point on which 
question arises. 


By Mr. Timmins: 
Q. Supposing the country paying the subsidy on exports was a country like 
the Argentine, and suppose it got its subsidies to a point where Canadian and 
Australian wheat could not get into the markets of the country to which the 


_ Argentine was exporting; what would happen then in so far as Canada is con- 


cerned?—A. Of course, the Argentine is not a member of these organizations 

and you cannot apply any sanctions on a country not a member. But we could 

do this I should think, if a thing like that happened, Mr. Timmins; we would 

say to Argentina, what you are doing is very harmful to us, we wish you to 

modify it or to stop it, and if we don’t succeed in that way—it may be that 

we have extended to them other privileges. We could say to them, if you were 
13264—3 
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a member of the Geneva organization we could not very well withdraw the 
most favoured nation privileges you now enjoy from you, but as you are not 
a member we can do that.. For instance, we may be giving the Argentine most 


favoured nation treatment; we might be giving the Argentine some of the benefits . 


under the Geneva agreement. Suppose they persist in their harmful attitude 
toward us we could say, well now, if you are not going to consider our interests 
we will not be considerate of yours, and therefore we will withdraw the m.f.n. 
treatment. ; 

Q. I had in mind something in the nature of concerted effort or action on 
behalf of the club. Supposing something. has happened to spoil our agreement?— 
A. That might be possible. We might discuss it with members who are signa- 
tories to this agreement. We might say to them, look here, here is something 
happening which affects each and every one of us who are members of this 
agreement, this is hard on us all; and there might be some type of concerted 
action taken. . 

Q. Say the members are all agreed—A. That is could be done. If we take 
concerted action it would have far more effect than action by an individual 
country, and if several countries are affected by this thing that is what might 
be done. If they all took joint action it would be pretty effective. 


By Mr. Quelch: 

Q. Suppose the Argentine joins the Geneva club, although they are not 
members of the International Wheat Agreement—I understand that Australia, 
the U.S.A. and Canada are the strong supporting nations under that agreement— 
suppose she appeals our action through this Geneva agreement, and the Argentine 
has not become a member of the International Wheat Agreement; would 
England then be able to refuse to accept wheat from the Argentine, even though 
they were not members of the International Wheat Agreement?—A. Certainly. 

Q. Would that not be discriminating against a member under the agree- 
ment?—A. That is right, but the Argentine not being a member of the Inter- 
national Wheat Agreement or this agreement— 

Q. I mean if the Argentine had this but not the International Wheat Agree- 
ment?—A. That depends on the terms of the International Wheat Agreement. 
Where the terms of the International Wheat Agreement apply to any commodity 
the terms of that agreement can override the terms of the Geneva agreement. 

Mr.‘Trmmins: They would have to rather make new terms. 

The Witness: They have to make new contracts. Where there is an inter- 
national commodity agreement made between members of the Geneva organiza- 
tion and where it is not disapproved of by members of the organization, the 
provisions of: that commodity agreement can override some of the obligations 
into this agreement. 

Mr. Quetcu: But if the Argentine joined Geneva? 

The Wirness: Even in that case. They could object, but as they are not 
members of the International Wheat Agreement that is all they could do. There 
is nothing in this which would prevent countries from refusing to take wheat 
from the Argentine if she were not a member of the International Wheat Agree- 
ment, but that would depend upon the terms of the Wheat Agreement. 

Mr. Quetcu: Even though the International Wheat Agreement had been 
signed after entering into the Geneva agreement? 

The Witness: Yes. 

Mr. Bracxmore: Is there a stipulation in the Geneva agreement which 
provides that? 

The Wirness: Yes. I will come to that point a little later. 

The CuarrMan: On article XVII, state trading. 
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By Mr. Jaenicke: 


_ Q. Could we have a short statement on that?—A. Honourable members 
know what that is, of course; it is trading by governments which takes the 
form usually of contracts between governments; the contract of one country 
to deliver a certain quantity of goods over a certain period of time at a certain 
price. Our food contracts with the United Kingdom would come under state 
trading. The relevance of this provision is that where you have state trading 
it is very easy to set aside all undertakings of this agreement. Suppose a 
country grants a monopoly to a government board for the sale or purchase of 
any particular commodity— 


Mr. QuEtcH: Such as to the Wheat Board? 


The Wirnuss: Yes, the case of the Wheat Board in our own country. If 
the sale of a commodity is in the hands of one organization no one else is allowed 
to trade in that commodity and the possibility of making exclusive arrange- 
ments, bilateral deals, and discriminatory arrangements is very great because 
everything is tightly controlled. Similarly, in the case of an importing country 
—a buying country—if there is a monopoly given to some board which has 
exclusive right to import, clearly that monopoly can decide very directly just 
how much is to be imported. In other words, it can make a decision to import 
only 50,000,000 or 10,000,000 bushels or nothing at all, simply by the decision 
which it makes, and the rules about quantitative restrictions, no increases in 
tariffs, and all those rules, can be completely frustrated. By the granting of 
the monopoly no one has any right to import anything except the monopoly. 
The monopoly by its own decision can decide just exactly how much will be 
allowed in and that seems to me to be a most effective way of controlling imports 
regardless of the rules laid down. 


Mr. Marquis: If our country made a contract to sell all our wheat to 
one country, have the other countries the right to object? 


The Wirness: Yes in certain circumstances. I will come to that in a 
moment, Mr. Marquis. Because of these possibilities which arise out of monopo- 
lies there had to be some rules laid down as to how they should operate, 
otherwise, if we did not have any rules at all, the monopoly could set aside 
every undertaking made under the agreement because it could determine by 
itself just precisely all the conditions under which imports should be allowed. 
That being the case, some rules had to be laid down as to how monopolies are 
to behave. They must behave in accordance with the general spirit of the whole 
agreement. This agreement does not rule out state trading; it recognizes state 
trading. The agreement does not say you must not have state trading, and it 
does not say whether it is a good thing or a bad thing. It leaves that to the 
decision of the country concerned. If a country wishes to have state trading 
or wishes to have monopolies that is up to the country and there is no statement 
made as to whether it is a good or bad thing or whether it should or should | 
not be done. The agreement says that if you have state monopolies and 
have state trading you must behave in a certain manner. Coming to Mr, 
Marquis’ question, the provision states that state monopolies must carry on 
their business in a non-discriminatory manner. State monopolies must not 
discriminate between countries in their operations. 

Mr. JAmnicKke: And they must act in accordance with commercial con- 
sideration? 

The Wirness: In accordance with commercial considerations, yes. 


By Mr. Timmins: 

Q. Suppose the United States says that they would like to have half of a 
wheat contract and that they can supply the wheat on the same basis—what- 
ever the credit arrangements are. Is the United States then entitled to a portion 
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of that contract, that monopoly contract?—A. Let me put it this way? 
If a country is prepared to enter we will say, into a long-term bulk contract for 
wheat— and we will take for instance the United Kingdom—that country could 
offer certain terms—so much a bushel for so much wheat for so many years— 
and it must give an opportunity for any exporter of wheat to take those terms. 

Q. Would that take the form of notice to the world that the country was 
going to enter into that type of contract?—A. That is right. 

Q. Would Great Britain and Canada have had to notify the world in 
respect to the wheat contract they are going to make if the Geneva Agreement 
had been then in existence?—A. Yes sir, I think so. 

Mr. QuetcH: That would not have been allowed at that time on account 
of the price. . 

The Wrirness: The United States could not have met our price but if the 
Geneva Agreement had been in existence and Britain was proposing to enter 
into such a contract, according to the spirit of this agreement she would have 
been required to give the United States, Australia—not Argentina because 
Argentina is not a signatory—an opportunity to bid on that contract. 

Mr. Buackmorn: Regardless of whether they could accept Britain's goods 
in return payment? 

The Witness: Yes, but if she was in balance of payments difficulties she 
could use the escape clause. 


By Mr. Timmins: 

Q. We would have been at a disadvantage then, looking at the matter in a 
practical way, in January or whenever the last United Kingdom-Canadian 
contract was effected, because as we understand it, Great Britain did not want 
to take some things which we were more or less forcing upon her in order that 
she might have our wheat. If we had been required to notify the world that we 
were going to make some sort of a contract like this, some other nation might 
have said they would take the bacon part, and another country might say it 
would take part of the wheat and we might have had quite a bit of difficulty in 
getting a contract such as that implemented—A. Of course, Mr. Timmins, when 
I said “notify” it does not mean that you have to negotiate your contract in a 
public place. | 

Q. No?—A. It would be silly and ridiculous to have a situation where the 
press and the radio were present and gave a blow by blow description to the 
world. That is not required here. What would be required in the case of a wheat 
contract would be this. If the United Kingdom is prepared to enter into a long- 
term bulk contract for wheat for a specific quantity, that country should let 
other countries know, countries which are interested in wheat, that she, Britain, 
was prepared to enter into such a contract. These countries then might say they 
wanted to hear about it—we might say that, Australia might say that, and so 
might the United States. That would give those countries a pretty good idea of 
what Britain was prepared to do and vice versa. Now when you get down to 
specific negotiations they do not take place in public. You do not have to tell 
every detail of the negotiations. What is required is that countries act in the 
way that an ordinary businessmen would act. Businessmen make long-term 
contracts. They have certain procedures to go through to obtain their raw 
materials and their other commodities and all that a country has to do under 
this agreement is to act in accordance with normal commercial considerations. 
The point here is that you must not make deals that discriminate against others. 
You must give others an opportunity. 


a 
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By Mr. Argue: 

@. Could a state-trading corporation make the same kind of an offer on a 
bartering basis wherein they want goods in return for what they export?— 
A. There is nothing here to prevent that, provided that commercial considera- 
tions are followed. 


By Mr. Timmins: 


Q. Unless you get doing it'on such a general scale that you really con- 
travene the spirit of the Geneva agreement?—A. Yes. Suppose a Canadian 
company is interested in exporting pulpwood, let us say, and they go to Italy 
and say to the Italians, “We have a lot of pulpwood to send to you.” The 
Italians will say, “We would like to have it but we have no money.” The 
Canadian company may say, “Have you any hats? We can sell a lot of hats 
and you Italians are good hat makers, and if you will give us so many dollars’ 
worth of hats, we shall undertake to sell them in Canada and you can buy our 
pulpwood.” Such a transaction is perfectly within the provisions if it is a 
straight commercial transaction. 


By Mr. Marquis: 


Q. If the government proposed that she would sell a quarter of her pro- 
duction of wheat to another country, would we be obliged to notify all other 
countries? I do not refer to selling the whole bulk of the wheat, but only one- 
quarter or one-fifth of it?—A. I see what you mean: if we as a seller say that 
we stand ready to make a long-term contract in wheat with any importer who 
wants to buy it. If, as the result of such a contract, we prevented other people 
from getting wheat or their wheat supply was cut off and there was the possibility 
of their not getting their necessary supply, we should in the spirit of this under- 
taking notify the other people that we are doing this and give them an oppor- 
tunity to bid on the supply we are trying to make available. We should not do 
this behind the scenes and suddenly one morning announce that all Canadian 
wheat was to be sold to one buyer. | 


By Mr. Marquis: 


Q. If we offered to a country only that amount of wheat. that she could 
ordinarily buy from us and which she ordinarily uses for her own consumption, 
I presume that it would not then be necessary to notify the other countries? 
—A. That is quite right. If we were making a deal which simply supplied to 
another country a supply that they normally would take from us on long terms 
that are reasonable, and if there would be no harmful results to other countries, 
there would be no objection to that whatever. That is something that is a normal 
business arrangement. But if we said one day out of the blue, “From now on 
all our wheat is going to be sold to one customer and all the other customers 
who. formerly depended on our wheat can go whistling. We do not care about 
you any more. Thanks very much”. That would be an arbitrary action and 
would be discriminating against the other countries. 

Q. The criterion is discrimination?—A. Yes. 


By Mr. Jaenicke: 


Q. Mr. Deutsch, article XVII deals with non-discriminatory treatment on 
the part of state-trading enterprises. What provision is there for a state-trading 
enterprise in a country, for instance, where there is no state-trading in a parti- 
cular commodity and they refuse to sell to the state-trading enterprise that 
particular commodity. Say they want to buy from a private company, and 
there is a monopoly in that country, is there any protection for the state-trading 
enterprise if the monopoly refuses to sell?—A. Well, suppose your state-trading 
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enterprise was trying to buy from another country and that country passed a 
law saying that a private enterprise could not sell. That would not be allowed. 
Q. Say that the country did it on its own?—A. Well, in that case it would 
depend somewhat on the situation. If that enterprise is a monopoly or that 
state buyer has no other source to go to, well that gets into the realm of cartels, 
which under the Havana agreement is dealt with by a separate chapter. Such 
actions by cartels are not permitted under the Havana agreement. If countries 
are faced with such a situation where a private company or state-trading 
company is involved, there are remedies. The cartel chapters are not in this 
agreement. They will come in when the Havana Charter comes into force. 


By Mr. Quelch: 


Q. Whose responsibility would it be to take action against that cartel?—A. 
What would happen in that case is that the country in which the state-trading 
enterprise is located would complain to the country in which the private company 
refuses to sell, and that country would have an obligation under the Havana 
Charter to see to it that that private company did not refuse to sell to the state 
just because it is a state-trading enterprise. Now, if that country does not act, 
then a complaint can be made to the organization, and the organization then 
takes it up .and asks that country to enforce its obligations. If it does not do so 
then the complaining country has the right to withdraw concessions. That is 
the usual remedy. There is a complete chapter on that whole subject of cartels 
in the Havana Charter. ‘ 


By Mr. Jaenicke: 

Q. It would be interesting to see how you would deal with such a situation 
as involves C.I.L. who cannot export anything out of Canada?—A. If that is 
the case and it does harm to somebody else, that is the sort of thing that is 
dealt with in the cartel chapter. 

Q. You know the arrangement between the C.I.L. and the British govern- 
ment?—A. Yes, and if that arrangement results in harm to others, those that 
are harmed can request the country within whose jurisdiction it lies, to remedy 
the situation. 


By Mr. Blackmore: 


Q. It would be justified in requesting the amount which they needed for 
their own requirements, I presume?—A. Yes, that would be one of the factors 
in the situation. 

Q. Nor to export to you more than you need for your own requirements? 
—A. That is right. That would be one of the things that would have to be 
considered, Mr. Blackmore. There is one question you raised a minute ago. I 
stated that the United Kingdom would have to give an opportunity to the 
United States to bid on any bulk contract, and you stated, “Where the United 
States would accept goods”. Now, the way that would be reflected in the 
United Kingdom is that where the United Kingdom is unable to pay for the 
product in United States dollars, she always has recourse to the balance of 
payment clauses. Those balance of payment clauses apply to state contracts 
as much as they apply to private contracts. If the United Kingdom could not 
afford because of exchange reasons to enter into a contract for the purchase of 
wheat from the United States, she could plead under the balance of payment 
Ns in this charter and she would not be obliged to buy from the United 

ates. | 

Q. I was thinking of instances that occurred in the last nine months in 
which the United Kingdom felt constrained to take books and tobacco from the 
United States that she could have been able to purchase from Canada or 
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Australia, and tobacco from Rhodesia. Now, the United Kingdom apparently 
considered themselves in constraint because they took those books and tobacco 
from the United States, which they certainly never should have done and 
neglected their own sources which they should not have done?—A. Of course, 
any country acting in such a way will have regard to all the consequences of 
its action. It might be that if the United Kingdom refuses to take the books 
and tobacco from the United States, it might create an unfavourable attitude in 
the United States. The tobacco and book interests might become hostile to the 
the United Kingdom. That might not be in the United Kingdom interests, and 
she would have all that in the back of her mind when she acts. Now, this 
particular agreement may not require her to take the books or tobacco, but, 
nevertheless, she may think in her own general interest that it would still be 
wise to do so. She may have acted on those considerations: Naturally, any 
country will act on all the considerations which she thinks are pertinent. 

Q. Those actions on Great Britain’s part were not necessarily the result 
of this Geneva trade agreement?—A. No, the United Kingdom may well have 
thought it wise to do so. 


By Mr. Timmins: 


Q. It is for this reason the United States can make a better bargain than 
we can, possibly, all over the world because there aré so many things other 


- countries have to get from the United States?—A. Well, it depends. A country, 


naturally, will take the over-all view. I assume it acts intelligently. 
Q. Will they take an over-all view?—A. I assume it acts intelligently. If 
it acts intelligently, it will do whatever is in its own best interests in general. 
(. Would you explain the purport of subsection (2) of XVII? 

The provisions of paragraph (1) of this article shall not apply to 
imports of products for immediate ultimate consumption in governmental 
use and not otherwise for resale or for use in the production of goods 

| for sale. 
—A. Yes. 


By Mr. Jaenicke: 


Q. Would that apply to war materials, for instance?—A. War materials are 
completely excluded from this agreement. Mr. Timmins is referring to a subject 
which was a matter of a great deal of discussion. This clause on state trading 
states that state traders must act in a non-discriminatory way. They must: 
observe the ordinary commercial principles. They are not required to do 


_ anything more than a private enterprise is required to do, but they must act 


within ordinary commercial principles. 

The question then arose, suppose a government buys for its own use. 
Governments, nowadays, buy a lot of things for their own use. Most eovern- 
ments, in their purchasing, do not adhere to this principle when they buy things 
for their own use. You know, in our own case, when our government buys articles 
for its own use, I think the contracts specify that these things must be obtained 
from Canadian sources. Now, that is discrimination. They cannot buy from 
foreign sources. Here, we are favouring our own supplies against foreign 
supplies. 

This clause says, in the case of governments buying for their own use, 
they do not have to observe these principles. They may specify a preference 
for their own product. 


By Mr. Blackmore: 


Q. That is good manners, is it?—A. Good manners when governments buy 
on their own behalf. 
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By Mr. Timms: 

Q. This is in respect to imports, though?—A. But anything may result in 
an import. When a government buys anything for its own use, it can always 
get it abroad if it so desires. In most cases governments specify the supply must 
come from its own sources and it excludes imports. Where governments buy 
for their own use, this clause states they may discriminate in favour of their own 
producers. 


The Vice-CuamMan: Article XVIII, less industrialized countries. 
The Witness: Shall I explain that, Mr. Chairman? 


By Mr. Jaencke: - 

Q. Yes, please—A. This article is a very complex one and very lengthy. 
I shall try to boil it down into a few simple propositions. One of the principal 
difficulties in reaching this agreement arose out of the desire of many of the 
countries which are not highly developed to control imports so that they may 
protect their own industries and thereby promote their development. This agree- 
ment lays down a series of limitations upon the use of protective devices. 

For instance, you may not use quantitative restrictions, that 1s quotas, 
embargos or prohibitions, to keep out imports. You may not increase a tariff 
you have bound. A number of countries which were undeveloped felt that they 
wanted to use quantitative restrictions. They wanted to be able to raise their © 
tariffs even though they were bound in order to give protection to their own 
producers and to encourage their development. They said it was desirable, in 
the interest of the world as well as the interest of themselves, that develop- 
‘ment should be permitted, particularly in the undeveloped countries. So, they 
asked for a special article to deal with their particular case. This article was 
‘put in to meet their desires. 


The article goes on to say that a country which wishes to promote develop- 
ment by protective devices which are not permitted in this agreement shall make 
representations to the organization setting out their program; what they want 
to do; what devices they want to use which are not permitted in this agreement 
and ask for an exception to allow them to use those devices. 

Three possible methods are open to them. One is to raise a tariff which has 
not been bound. Well, of course, there is no difficulty about that. If you did 
not bind a tariff, you could put the tariff where you liked. There is no question 
about that. Any country can do that. 


The second case is where a country wishes to use a tariff which has been 
bound. It wants to increase that tariff. If it has been bound, according to 
this agreement, that country is not allowed to raise it. In this case, a country 
can ask for permission to raise that tariff even though it has been bound. Such > 
a country makes its case to the organization. They demonstrate it is a good 
thing for them to develop a particular industry. In order to do that a tariff 
must be raised, even though it has been bound. It is explained to the organiza- 
tion why the country wishes to do this. Then, the organization will examine 
the case and give its opinion as to whether or not a good case has been made out. 

If a good case has been made out in the opinion of the organization, then 
it will go to the country which has received that concession resulting from the 
binding of the tariff. If a tariff is bound, it has been bound to somebody. It 
has been given as a concession to some country. The binding was asked for by 
some country. If the organization feels a good case has been made out, the 
organization will arrange for negotiations between the country which wants 
to raise the tariff and the country to whom the concession was made or group of 
countries to whom the concession was made. The organization will endeavour to 
get agreement between those countries regarding the unbinding of this tariff 
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It will try to facilitate agreement. When such agreement is reached, that 
country is permitted to raise its tariff according to the agreement; that is so 
far as the bound tariff is concerned. 

_ There is a third method. I have already mentioned two; the case of the 
unbound tariff where there is no difficulty; the case of the bound tariff where 
they have to try to get agreement from the countries to whom the concession 
was given. The organization will endeavour to facilitate that agreement. 
Thirdly, there is a case where a country wishes to use quantitative restrictions, 
not a tariff. In other words, it may wish to put a quota on imports, or it may 
wish to put a prohibition on imports. In that case, they run into this rule 
which prohibits the use of quantitative restriction. Naturally they would not 
be allowed to go ahead and put on a quantitative restriction unless they got a 
waiver of that rule. Again the country will have to come along and make a 
case why it feels it must put on a quantitative restriction instead of a tariff, 
let us say. If they make their case and the organization agrees that a good 
case hase been made the organization may grant permission to that country to 
put on a quantitative restriction. If the commodity concerned has not been 
bound in the tariff agreement then the organization by itself can give permission. 
If the item is bound in some trade agreement then permission must also be 
secured from the country to which that concession was given. 


By Mr. Jaenicke: | 
Q. When the organization makes its decision is that a majority decision?— 


A. A majority decision; that is right. 


By Mr. Quelch: 

Q. I take it the contracting parties by unanimous decision can waive any 
regulation in the entire agreement?—A. Yes, by a two-thirds majority they 
ean alter any rule in this agreement. They can waive any obligation in this 
agreement by a two-thirds majority. 

The Vice-CHatrMaN: Article XIX, Emergency action on imports of par- 
ticular products. Are there any questions on this article? 


By Mr. Jaenicke: 

(. May we have a short explanation such as you gave on the last article, 
which was very good, by the way.—A. This is the article to which we have 
referred on previous occasions which gives the members an escape from 
commitments which they have made but which turn out to be very very 
embarrassing. As I have explained earlier in cases where you have bound 
your tariff you have bound it. It is fixed; you cannot increase it. Suppose 
that as a result of that binding, or as a result of the reduction something 
happens which you have not bargained for, and a great inrush of imports takes 
place far in excess of anything you had anticipated, so much so that your 
own producers are seriously damaged. This article says that in cases of that 
kind you may withdraw that concession. You are supposed to notify the other 
countries that are affected before you do so, and ordinarily you should notify 
them first before you act to see whether some other method cannot be worked 
out to deal with the case, but suppose there is not time to consult the other 
countries. Nevertheless you may go ahead and do so. Other countries may 
complain if they think you acted unreasonably and you did not have justifica- 
tion to act. Other countries may complain, and if the other countries’ complaints 
are established to the satisfaction of the organization then you may be required 
to withdraw your first action. This is a sort of emergency escape clause to 
take care of results which prove to be very damaging and which you did not 
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By Mr. Blackmore: 


Q. Would this be an example of the application of such an arrangement? 
The small fruit growers, we will say, in southern Alberta raising raspberries 
and strawberries find their product will not mature until probably two weeks 
after a similar product matures across the line a few hundred miles. A restric- 
tion would have to be put on by the Canadian authorities to keep the United 
States’ product from coming in and filling the cellars of western Canada to 
the detriment of our own producers. Such a restriction could be put on under 
this sort of anti-dumping— —A. First of all in our own case as to most of 
our fruits and vegetables we have in our tariff agreement left provision for the 
imposition of seasonal duties. In working out those agreements in cases where 


problems like that arose, we have written into our undertakings that we retain - 


the right to impose for periods during which our crop comes on the market 
special seasonal duties to prevent flooding of our market during the period 
when our own produce comes on the market. That does not require us to go 
to this clause. 

Q. Are we free to use seasonal prohibitions, too?—A. We would not be 
allowed to use prohibitions, but we can put on higher duties, seasonal duties. 

Q. We could raise the duty to any— —A. No, the degree to which we can 
raise them as specified. We cannot go beyond a certain point. 

Mr. McKinnon: I think, Mr. Blackmore, it means that the government 
of the day might say at that point that McKinnon made a bad mistake. 


The Wrrness: We had in mind the sort of duties we would require at 
that time, and the right to impose such seasonal duties is specified in our 
agreement. 


By Mr. Blackmore: 


Q. And the rate to which we can impose them has been found adequate in 
times past? I am quite concerned to see that our producers are protected 
adequately —A. I think in that case I should let Mr. McKinnon answer on 
that point. 

Mr. McKinnon: Mr. Chairman and gentlemen, it is based upon the 
experience Canada has had ever since we first entered upon the system of impos- 
ing values on imported fruits and vegetables. That experience goes back over 
a number of years. The original values have been reduced from time to time 
under agreements, particularly with the United States, of course, because they 
were the great supplier. I think probably the best answer to the general proposi- 
tion that Mr. Blackmore has put up is the fact that the committee asked the 
horticultural council representing the growers if they cared to make any repre- 
sentations before the committee, and I think their reply was they had no 
representations to make. Therefore I can only assume as the man responsible 
that the duties we recommended on a specific duty basis seasonally applied must 
be on the whole, in the opinion of the Canadian industry, satisfactory. I may 
be wrong but I did the best I could. 


By Mr. Jaenicke: 


Q. I have a question about subsection (b) of section 1 of article XIX. 
The influx of imports into a country may be from other countries not parties 
to the agreement, may they not?—A. Yes, sir. . 

Q. The way I understand it is the contracting party can request that the 
concession be withdrawn and the importing country shall be free to withdraw 


the concession. Can they be forced to withdraw the concession?—A. No—I am 


not sure whether I have your point exactly. 
Q. Will you explain to me subsection (b) of section 1—A. Explain that to 
you first—all right. 
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Q. I thought I understood it.—A. Oh, I see, subsection (b). That is the 
preference. That gets into another field. I see what you mean. 

Q. For instance, a reduction of the tariff has the effect of an influx of 
imports to this country from a country which is not a party to the agreement 
and thereby a contracting party suffers. 


Mr. McKinnon: I think this is the third party clause. 


The Witness: This is the preference matter. This clause here refers 
to the situation that arises because a preference margin has been reduced. 
At Geneva there were two things done. Tariffs were reduced and bound, and 
preference margins were reduced and bound. It may occur sometime that a 
country which has lost a preference is seriously injured because imports from 
a third country, because the preference has been reduced, force it out of that 
market. The result of that may cause serious injury to the industries of the 
country that has lost the preference. In that case that country may request the 
country which hhas granted the preference to restore the preference. 

Q. It cannot be forced—A. No. 


By Mr. Marquis: 

Q. Can you give an example?—A. Yes, I will take an example. This is 
hypothetical. We did have a preference on canned salmon. We still have a 
preference, a reduced preference. Our preference before the Geneva agreement 
was 10 per cent and our preference now is reduced to 5 per cent. Suppose 
because of the reduction in that preference from 10 per cent to 5 per cent the 
United States producers of salmon took away the whole of the British market 
from us because of that reduced preference and forced us off the British market 
entirely; now, that would certainly have a serious effect upon our producers 
and we could go to the United Kingdom with this problem and ask the 
United Kingdom to restore that preference. 


By Mr. Timmins: 


Q. How could you get this preference back after you had lost it?—A. In 
this case the United Kingdom would not be required to do that but we could 
ask her to do it. 

Q. And it would be permissible?—A. Yes, if we had a good.case, if we show 
that we had a serious damage to our producers; not just incidental damage or 
necessary adjustment or anything like that; if we had really serious damage to 
our producers we,could go to the United Kingdom and ask them to restore that 
preference and the United Kingdom could do so if she wished to. 


By Mr. Blackmore: 

Q. To make this serious damage just a little more realistic, could they call 
it serious damage if it was, let us say, 10 per cent?—A. I do not think 10 per 
cent would be regarded as serious. 

Q. Well, would 20 per cent be regarded as serious damage?—A. It might 
be, yes. It depends on the circumstances. Again, Mr. Blackmore, in all these 
treaties you cannot write down a general rule which will specify every case. 
You can’t do it. What is serious damage? It depends on the circumstances in 
that country. Suppose an industry is a highly specialized industry where the 
producers have no other source of income and they could not find anything else 
to do; there a loss of 20 per cent of its market may be very serious damage. 
But in another case let us say where an industry is such that it is not the only 
or principal income of the producer; or, say that only 10 per cent of the income 
of the producer is derived from that commodity and suppose there were plenty 
of opportunities to get income elsewhere, then 20 per cent in that case would not 
constitute serious damage. It all depends on the circumstances. That is why 
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I say that you cannot write this down as such and such a per cent applying in 
every case. 

Q. On of the greatest dangers we face in all human relations is just a phrase 
like that “serious damage” where such words have a different meaning accord- 
ing to the people who use them.—A. That may be. 

Q. If we were subjected to a loss of say even 7 per cent in respect of prob- 
ably 15 or 20 of our commodities it might be very serious damage.—A. Whether 
it is very serious damage or not depends on the circumstances. In any event, 
the field of human relations cannot be reduced to arithmetical terms. That 
seems to me obvious. No matter how you try you cannot reduce human rela- 
tion to arithmetical terms. There has got to be an element of judgment, there 
has got to be the element of the weight of different factors. You cannot reduce 
it to arithmetical terms. 

Q. The people who have to decide on this matter are these contracting 
parties, spelt with capital letters?—A. Yes. 

Q. And they consist now of the United States with one vote and 65 per 
cent of the influence—A. One vote is all they have. 

Q. But I said, 65 per cent of the influence. I think probably that is not 
extravagant.—A. I grant you. 

Q. The other members of these contracting parties will be either members 
of the British Commonwealth—they will be the more important ones——A. But 
this agreement is not based on 65 per cent influence by the United States, no 
matter what you say. 


Q. In the final decision as to what constitutes serious damage that is a. 


factor which would have to be taken into consideration—A. All the factors 
would have to be taken into consideration. 


By Mr. Quelch: 


Q. When Britain was pressed for a change in this preference she would 
have to take into consideration what the effect would be on the United States— 
in other words, there might be repercussions, would not there be any advice from 
the contracting parties who either would back England up on that or vice versa? 
—A. That is quite true. Now, on that, I think you are getting into a field which 
is very relevant here. A subject like this one relates to this whole organization— 
the point is, that you are not left alone to deal with the big fellow. You have 
a lot of other little fellows around you and you have their understanding and 
their support if necessary. Without an organization of this kind you are always 
working with the big fellow alone. Mr. Blackmore, there is this simple altern- 
ative between having an agreement and having no agreement; if we haven’t got 
this agreement we would have to have other agreements, and in the other agree- 


ments they would be bilateral agreements, if it were not for this, and we would 


have to deal individually with the big fellows. And so the question as to whether 
the United States is a big influence or a little influence seems to me is not terribly 
relevant. We do gain something, it seems to me, if we can get a document, 
an agreement in which all of us can agree and set up principles of action which 
we all agree to observe, the big and the small. I think that is an advantage 
compared to a situation where the little fellow has to deal singlehandedly with 
the big fellow. 

The Cuarrman: Article XX, general acceptance. I suppose that is pretty 
well self-explanatory. 


By Mr. Quelch: 

Q. I wonder if you would explain 1 (g) of this article?—A. Oh, yes, 1 (g): 
This article states the circumstances when exceptions can be resorted to from 
the undertakings in this agreement, legitimate exceptions. One of the things 
in this is the conservation of exhaustible natural resources. Supposing you 
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have some kind of a resource which is threatening to run out and if no controls 
are put on the whole of the resource will be dissipated. In a case of that kind 
you may put on controls against the exportation of that commodity. 

: Q. Does that mean that we have to restrict our exceptions to the 
exhaustible products, and that we cannot do that unless we place full restric- 
tions on the local market. Should not the local market be looked after first? 
—A. It depends on what interpretation you place on the word “drastic”. If a 
limitation on this exception were not put on you might have this situation: 
Every country would say that they have to conserve their resources, and surely 
if you are using an exhaustible resource like a mineral or forest product you 
could always say that any exportation would be exhausting that resource and 
therefore you put on a control, but the reason for putting on the control may 
be purely for protective purposes. In other words, if you are going to take 
action really to conserve a resource you must take action in connection with 
your home consumption and in connection with the exports or else you cannot 
make a convincing argument that you are indeed conserving your resources. We 
may say that it is a drastic limitation but you will remember this agreement is 
for all countries. In our conutry we do not have cotton, we do not have 
sufficient oil, we have not got our own supplies of fuel oil—at least not sufficient 
supplies—we have not got many of the tropical fruits and vegetables and we 
have not got—in some areas—enough coal. We do not want these other countries » 
to say they are going to stop export on only a trivial excuse. 


By Mr. Quelch: 


Q. If we were running short of a commodity would we not be able to curtail 
the exports to satisfy the home market?—A. Not solely for that purpose. If 
we regulate the home market we may restrict the exports. 

@. You could restrict the home consumption—but in order to curtail the 
exports you must curtail home consumption? 


Mr. JAENICKE: Yes, we could say that persons would only be allowed 1,000 
or 500 gallons of gasoline a year. We could allow them plenty but we would 
be regulating consumption. 

The Witness: Yes. 


By Mr. Quelch: 


Q. It might be hard to convince the people of Canada that we were justified 
in instituting rationing for that reason?—A. You are proposing that we should 
ration the other nations. 

Q. I supose you could argue that way. The home market, however, should 
be the first consideration?—A. If you adopt that principle, where it is every- 
body for himself and the devil take the hindmost, then we will not get any- 
where. We do not make agreements like that. 


Mr. JAENIcKE: That is in accordance with the general principle that raw 
materials should be available to all the world. 


The Wrrness: Yes. 


Mr. Quetcu: Is this to be based on the existing level of exports at a 
certain time? 


The Wirness: This is the way it would happen. Suppose you were worried 
about a certain natural resource and the fact that it was running out at a rate 
which was causing you concern. You would put a ceiling on what could be pro- 
duced of that commodity in a year, regardless of whether it went for export 
or for the home market. You would say that it was not wise in your interest 
to take more than so much each year because if you were to do so you would 
injure your resources. You would put a ceiling on production of this com- 
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modity. You might say for example that we used to export 100,000 tons, and 
the domestic consumption was 500,000 tons in the past. There would be a 
total output of 600,000 tons, and you might say that you would not allow pro- 
duction of not more than 400,000 tons. You would go ahead and put a ceiling 
on the domestic market whereby you would not allow consumption of more than 
375,000 or 350,000 tons, and for the export market you would not allow more 
than 50,000 tons. In other words you would be putting a limit on both home 
consumption and exports. That would seem to be the reasonable way to act. 
If you did not have that rule you would not be able to maintain the principle 
of freedom of access to the world’s raw materials. 

Mr. Jamnicke: And you would cause another war? 

The Wirness: Yes, and we would get into unilateral measures and we might 
say “to the devil with everybody else we will keep everything here”. That 
would be all very well if we did not have to depend on other countries for some 
things. If we do not want those countries to behave in that fashion 
towards us, we must obligate ourselves not to act in that fashion towards them. 

Mr. QuetcH: You would hope that rationing situation would not arise just 
before an election? 

The Vice-CHairMAN: Now gentlemen, we come to article XXI. 

Mr. JAENICKE: I move that we adjourn. 

The Vicu-CuairmMan: I was hoping that we could conclude article XXI. 

Mr. JAENICKE: We are meeting tomorrow morning, are we not? 

The VicE-CHAIRMAN: Yes. 

Mr. JAENICKE: We could finish that easily tomorrow morning. 


The Vicke-CHAIRMAN: Then we shall adjourn until tomorrow morning at 
10.30 a.m. 


MINUTES OF EVIDENCE 


House oF COMMONS, 
May 21, 1948. 


The Standing Committee on Banking and Commerce met this day at 10.30 
am. The Vice-Chairman, Mr. G. E. Rinfret, presided. 

The Vicn-CHAIRMAN: We have a quorum gentlemen, we will proceed. 
Mr. Deutsch, please: | 


1 


J. J. Deutsch, Director of Economic Relations Divisions, Department 
of Finance, recalled. 


The Vicn-CHAIRMAN: Gentlemen, when adjourned last night we were just 
about to consider article XXI, security exceptions. Will you explain in a few 
words what this is? That is page 54. 

The Witness: Article XXI, security exceptions: In this article, Mr. Chair- 
man, the trade and traffic in arms and ammunition and supplies necessary for 
military establishment are exempted from any of the provisions of this agreement. 


By Mr. Jaenicke: 


Q. Are we the sole judges of what we consider to be necessary for our own 
protection and security; or, is our judgment subject to review by the contracting 
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parties?—A. I think there, Mr. Jaenicke, the decision of the individual country 
in the first instance will be the important consideration. Of course, the thing 
may be abused, and in a case of that sort resort can be made to the contracting 
parties for interpretation, but I think they would give pretty heavy weight to 
the opinion of the country concerned. 

Q. What would be the clause under which the contracting parties could 
object to our action?—A. There is a clause, clause XXIII, which covers a very 
wide number of items which I will explain in a moment? 

Q. All right—aA. I would say here that the importance of the decision of a 
country would be very great, as to what it regards as its own security interest. 


By Mr. Blackmore: 


Q. Suppose we take this as an illustration; that we thought in order to be 
safe in the time of war we should develop our own oil supply, our own gasoline 
supply in Canada and took measures by subsidies or otherwise to develop our 
own oil industry so we would be nationally more self-sufficient; would that be 
considered as a security measure, do you think?—A. I doubt that, Mr. Black- 
more, in our own circumstances. You had reference to the use of subsidies. 
There would be no objection to that. 

Q. Or any other device which was necessary to encourage the development 
of our gasoline supply.—A. There may be some limitation on the kind of device 
you use. You cannot use quantitative restrictions. That would be clearly 
‘contrary to the undertaking. But if you used a subsidy, or if you used special 
government encouragement to assist exploration, or if you used direct govern- 
ment investment, and things of that sort, that would not be contrary to any thing 
in this. 

Q. Is not this article XXI worded as though it covered all manner of 
production in the whole country?—A. That is right. 

Q. Then there is nothing in this treaty ?—A. In so far as arms are concerned, 
and ammunition and supplies essential for military establishments, you can use 
any device; but whether you could develop your petroleum resources under this 
situation or not to a degree of self-sufficiency in our circumstances, that is 
another matter. 


Mr. JAENICKE: Unless there was an actual state of war? 


The Wirness: Yes. If we were:involved in a war then this article would 
be extremely wide in its application. 


By Mr. Blackmore: 

Q. Would we be permitted to make preparation for war in case we are 
likely to become involved in war?—A. Yes, we could do that all right. 

@. And is not gasoline one of the most essential items in military establish- 
ments of the present day?—A. Yes, that is also a very large item in ordinary 
peacetime use and it would be easy to abuse that thing by simply saying we 
would have to be self-sufficient in practically every resource we possess when 
what we really have in mind is being self-sufficient in oil for protective reasons. 
You could easily abuse it. If there was an actual state of war then I think we 
could do almost anything under this clause. 

Q. Well, I think as things stand at the present time, we must recognize 
that one of the first considerations in preparation for war would involve national 
self-sufficiency in oil and gasoline supplies—A. You see, you are carrying the 
argument to the absolute extreme. In any kind of war we get into, everything 
is war material, or practically everything except luxuries. If you used -that 
argument, then presumably you could say that for your protection you needed 
to be self-sufficient in almost ever article; and, clearly, if you did that, you 
would make nonsense of this whole thing. 
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Q. Could you suggest to us a list of items that would be acceptable under this 
clause. Clearly, here once more we come across the bewildering vagueness 
of this whole thing. Can we not get this down to something concrete?—A. The 
article says, “relating to the traffic in arms, ammunition and implements of war 
directly or indirectly for the purpose of supplying a military establishment;”. 
What is meant by arms is not too difficult. It is such things as military airplanes, 
atomic bombs—there is a separate clause dealing with that—guns of all sorts; 
ammunition, that is clear enough; implements of war—tanks and things of that 
sort. The article also covers materials or goods necessary for the purpose of 
supplying a military establishment. 

Q. Surely gasoline is an A No. 1 priority in that picture—A. Yes, but a 
ereat majority of our gasoline is not used for military establishments. 

Q. You can’t supply them without gasoline?—A. I am not disputing that; 
but if you carry through your argument far enough, Mr. Blackmore, prac- 
tically everything except luxuries would come under your classification. 

Q. My idea is— —A. And therefore if you carried your argument to its 
ultimate conclusion you could make a case for national self-sufficiency for 
almost everything on the ground of security; and that, of course, would bring 
to naught this whole agreement. 

Q. The point I have raised is this, the article I have chosen is an A No. 1. 
item under that heading in my judgment, and is a commodity which should 
receive A No. 1 priority in any preparation for war. I asked you if that would 
not be an example of the articles in contemplation under this clause and you 
said that it would not be. I am beginning to wonder if the treaty means any- 
thing at all. It seems to me to mean almost nothing —A. I am very doubtful 
whether national self-sufficiency in gasoline in our country would help us one 
way or another as far as war is concerned, because it is very hard for us to 
conceive of our being in a war without access to United States resources. 

Q. Well, suppose we were in the position in which we found ourselves in the 
early days of this last war before the United States came in, when we along 
with the other nations of the British Commonwealth were at war and the 
United States was not. In a situation of that kind could the United States 
withhold gasoline from us on the ground that it would be supplying us with 
prohibited articles?—A. Have they ever withheld any from us? 

Q. No, but the point is what would they do in future—A. Well, they 
might, but I doubt very much if they would. 


By Mr. Quelch: 

Q. I take it that if some day atomic energy is to be commercialized the 
same thing would apply to atomic energy?—A. No, because atomic energy 
comes under a separate clause here. Atomic energy 1s specifically omitted. 

Q. I mean to say, the same argument would apply to atomic energy as 
applies to gasoline?—A. If it becomes developed in the same degree commer- 
cially as gasoline, perhaps; but as far as this agreement is concerned atomic 
energy is handled under a separate clause. 

Q. If at a later time there had to be a revision— —-A. It could be dealt 
with separately. 

Mr. McKinnon: On a particular commodity. Furthermore, sir, the 
answer to that is that we did not bind ourselves as far as tariff treaties are 
concerned. 


The Witness: Yes, that is as far as the tariffs section goes. 


By Mr. Blackmore: 
Q. As far as quantitative restrictions are concerned, we could not use 
them to develop our own gasoline resources?—A. No, and I think in all of 
this you have got to have regard to the purposes and the general consistency 
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with the objectives of this agreement. If you carried that argument too far 
clearly you could bring every item of any consequence except luxuries under 
the national security clause, if you did that, carried your argument far enough, 
you could get justification for self-sufficiency in everything, and if that is the case, 
of course, you would bring to naught this whole agreement. 

Q. I was wondering about an expression like this, Mr. Deutsch—I hope 
you will pardon me for asking too many questions, I was only asking them in my 
search for information—you notice in the general agreement at the beginning 
of this little pamphlet we have here, it says that the object of this whole 

_ Geneva Treaty thing is to bring about the development and full use of the 
resources of the world?—A. Yes. 3 

(). How in the world can we Canadians do that without developing our 
gasoline resources?—A. Of course, we are not the only part of the world, 
Canada is not the whole world. 

Q. Then this treaty does not have any meaning at all?—A. It refers to the 
whole world, and not to Canada only. Canada is not the whole world. There 
_ are resources of gasoline in the rest of the world too; and by saying development 
of the resources of the world means the resources of all the world. I do not 
think you are developing the resources of the world if we can arbitrarily 
encourage the development of every high cost industry here while lower cost 
industries elsewhere in the world are prevented from developing by our action. 
That is not developing the resources of the world. I am making no reference 
here to the petroleum industry as such, or whether we should decide that the 
petroleum industry should be developed. I am talking generally now. This has 
reference to the development of the resources of the world, and we are included 
in that, of course, because we must have regard to the development of our own 
resources, but at the same time we must have regard to the resources of every- 
body else too. 

Q. In gasoline I selected one of the items which is supposed to be the 
Scarcest in the world, so scarce that we are almost to believe that there is not 
a sufficient supply for ordinary purposes. Surely, that indicates that it is one 
thing to which we in Canada should give attention?—A. Certainly. 

| Q. And particularly when we have such a tremendous amount of coal 

_ deposits in Alberta which could be processed into gasoline by a process similar 
to that which they used in Germany up to and during the last war—aA. There 
is nothing in this agreement to stop us from developing those coal deposits if 
we want to. 

Q. By processing it in the same way as they did?—A. There is nothing to 
stop that. There is nothing to stop us in the development of our natural 

_ resources, and to do that it is not necessary to use restrictive devices. There 
- is nothing to prevent us from giving special government assistance, either in the 
_ form of subsidies or tariffs. That is all permitted, All that is not permitted is 
_ the imposition of quantitative restrictions. That is not permitted. 
| Q. I see. 

r The Vick-CHAmRMAN: Are there any more questions on article XXI? 
Article XXII, consultation—that seems clear to me. 

: Article XXIII, nullification or impairment. Are there any questions on 
‘ article XXIII? 

The Wirness: Mr. Jaenicke, you referred a moment ago to the question by 
_ What method would things get before the contracting parties. This clause here 
- in this article is the part of the agreement which deals with the whole question 
of complaints. You will notice that the description is very wide. It saysi=— 


. : 1. If any contracting party should consider that any benefit accruing 
. to it directly or indirectly under this agreement is being nullified or 
r impaired or that the attainment of any objective of the agreement is 
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being impeded as the result of (a) the failure of another contracting 


party to carry out its obligations under this agreement, or (0) the 4 


application by another contracting party of any measure, whether or 
not it conflicts with the provisions of this agreement, or (c) the existence 
of any other situation, the contracting party may, with a view to the 
satisfactory adjustment of the matter, make writen represenations or 
proposals to the other contracting party or parties which it considers to 
be concerned. Any contracting party thus approached shall give 
sympathetic consideration to the representations or proposals made to it. 


Then it goes on to say that if the process of consultation does not succeed then 
the complaint is made to the contracting parties, and if as a result of discussion 
‘n the contracting parties no settlement ss reached and the complainant is 
caused a hardship, the contracting party, by that I mean the complaining party, 
may withdraw concessions from the other party which is causing the harm. 
That applies to everything in this agreement. If any part of this agreement 1s 
not being lived up to, or somebody takes steps which are contrary to the interests 
of another party in a way which nullifies the undertakings of this agreement, 
then that party has a complaint to the contracting parties, and if the complaint 
+s established the contracting parties may permit the complaining country to 
withdraw concessions. That applies to everything in this agreement. This has 
been called the sanctions clause. There are no sanctions in the ordinary term. 
The sanctions take the form of withdrawing concessions which the complaining 
member has made from the other party which is determined to be the cause of 
the trouble. 


The Vick-CHAIRMAN: We now come to a point in which the committee are 
interested because it includes procedural matters in connection with the treaty. 
Article XX1V—territorial application—frontier traffic—customs unions. Now, 
gentlemen, we have already dealt at some length with the details of customs 
unions; are there any other questions on this article? 

The Wirness: I should explain, gentlemen, that this article was changed 
at Havana. As the article now stands in the document before you it has a 
provision for the formation of customs unions. Customs unions are an excep- 
tion from the most favoured nation clause; therefore, if customs unions are 
permitted there must be provision in this agreement which allows customs unions 
to be formed. A customs union is an arrangement under which two or more 
countries agree to remove all tariffs and other trade barriers between them- 
selves and to impose a common tariff against the rest of the world. 


By Mr. Jaenicke: 


Q. You said all; should you not have said substantially all?—A. Again, that 
is a phrase which was somewhat changed at Havana—“substantially all the 
trade’. There may be some minor exceptions to that but for all practical 
purposes barriers must be removed on practically all the trade between the two 
countries. } 

Q. How can there be a customs union unless they are all removed ?— 
A. There may be some peculiar situations in existence sometimes where some 
slight barriers would have to be retained. 

Q. In the Benelux arrangement they have no reservations, have they ?— 
A. They will have no reservations when the union becomes finally effective, but 
they do have to keep certain restrictions on throughout the transitional! period. 
In other words, when they formed the free union that did not immediately 
remove all the barriers, but they have provision for the progressive removal of 
those barriers so that when the union is finally complete all barriers will be 
removed. 


a 
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; Q. Not all, but practically all?—A. That is the understanding now. 

Q. Would you explain to us what the extent of the amendment as it relates 
to customs unions will be under the Havana revision?—A. I was coming to 
that. The extent of the amendment is this. In the text which is before you now 
the exception is only permitted with respect to a genuine customs union; that is, 
a union where two or more parties remove substantially all the barriers on the 


! trade between them, and impose a common customs tariff against the rest of 


the world. In other words, all parties to the arrangement have the same tariff 
applying to all countries in all parts of the world which are not members of 
that union. Now, at Havana they widened that concept so as to make provision 
for the formation of what they called free trade areas. The Havana agree- 
ment will have provision for free trade areas as well as customs unions. A 
free trade area as defined in the Havana document is an arrangement under 

- which two or more parties remove substantially all the tariffs between them 
but they retain independent tariffs as against the rest of the world. In other 
words, any two countries could get together and remove all tariffs from the 
trade between them—between those two countries—all tariffs which now exist; 
and then apply their own tariffs as against the rest of the world. Each would 
keep its own tariffs against third countries. 

Q. In our own customs houses?—A. In our own customs houses. It is not 

quite as complete an arrangement as a customs union. In the case of a customs 
union, the two countries would have to adopt exactly the same tariff against 
third countries. That would be very difficult, particularly where you have 
had a somewhat different history with respect to tariffs. One country may 
have had a generally low tariff and another country may have had a generally 
high tariff, and in such a case it is difficult for those countries to get together 
and form a common tariff. A free trade area does not require them to do so. 
In a free trade area you remove substantially all the barriers between the two 
countries and you retain your own independent. tariff against the rest of the 
world. 
_ Q. Is there any provision as to how far this “substantial” goes? Could it 
develop into a preferential arrangement?—A. That is the danger. That is why 
the phrase is used that tariffs must be removed substantially on all the trade. 
The reason that the word “entirely” is not used is that there may be a peculiar 
circumstance that cannot be overcome and it would be a pity to hold up the 
whole works because of such a minor situation. If the departures from this 
are too great of course, the organization will not approve such an arrangement. 
You may not enter into an arrangement which is contrary to the conditions 
laid down. If you do, the organization may tell you to stop. That is how that 
is regulated. | 


By Mr. Quelch:: 

Q. Well, would the establishment of a free trade area on a wide basis 
between contracting parties result in a complete breakdown of the whole pro- 
posal of the most-favoured-nation agreement?—A. Of course, if the free trade 
area or the customs union idea becomes very widespread, then the importance 

_ of the most-favoured-nation clause would decline very much, because it is 
’ clearly an exception from the most-favoured-nation clause. 

Q. To what extent in the free trade areas has this been established?— 
A. So far there is no set-up that I know of. In the past the free trade area 
Was not recognized as an exception to the most-favoured-nation rule. This is 
a new exception. a, 

| Q. There is nothing to prevent Canada and the United States from wiping 
out all tariff agreements?—A. Under this clause Canada and the United States 
could enter into an agreement removing all the tariff barriers between them but 
_ allowing each of them to have their own tariffs against the rest of the world. 


13264—43 


444 STANDING COMMITTEE 


Q. And the British preference would disappear so far as the United States 
ss concerned?—A. Yes, but the British preference could still be maintained so_ 
far as the rest of the world 1s concerned under this clause. 3 

The Vice-CHatrMan: Next we come to article XXV, “Joint action by th 
contracting parties”. I take it that this deals with the “one-man, one vote’. 

The Witness: Yes. Paragraph 3 reads as follows:— 

Each contracting party shall be entitled to have one vote at all 
meetings of the contracting parties. 

The Vice-CuairMAN: And paragraph 4 goes on to discuss majority votes. 

The Witness: Yes, it reads:— 

Except as otherwise provided for in this agreement, the decisions 
of the contracting parties shall be taken by a majority of the votes cast. 


There are a few cases where other majorities are sufficient. For instance, 
if any obligation under this agreement is waived, that requires a two-thirds 
majority. 

The Vice-CuairMan: Article XXVI, “Acceptance, entry into force and 
registration”. Are there any questions to be asked on this article? 
~~ Then we come to article XXVII, “Withholding or withdrawal of con- 
cessions.” Would the committee like to have an explanation of this? 

Mr. Brackmorn: Yes, I should like to have an explanation of this article. 

The Wrrness: This covers the possibility of some country withdrawing 
from this agreement or not becoming a member of this organization. You may | 
have negotiated some tariff concessions with a party which has withdrawn and 
to which you do not wish to extend such concessions any longer. Now, under 
this article you may withdraw the concessions that have been made to the country 
which is no longer a member of the organization. It is a reasonable provision. 
If somebody ceases to be a contracting party, others who have made concessions 


° 


to that country may withdraw those concessions. 


The Vice-CuarrMan: Next is article XXVIII, “Modification of schedules’. 

Are there any questions? 
Then we come to article XXIX, “Relation of this agreement to the charter 

for an International Trade Organization.” | 

The Witness: I believe we went into that at quite some length before. 

The Vick-CHAIRMAN: Yes, at quite some length. 

Now we come to article XXX, “Amendments”. Are there any questions 
on this? 

Next is article XX XI, “Withdrawal”. | 

Then we come to article XXXII, “Contracting parties”. And to article 
X XXIII, “Accession”. I understatnd that there has been a modification of 
this in Havana. 

The Wrirness: Yes, it is a technical matter and I do not think you need 
spend any time on that, Mr. Chairman. 


The Vice-CHamrMAN: Next is article XXXIV, “Annexes”. 


The Witness: We explained this when we went through the article earlier. F 
There are annexes to previous articles. 


The Vicn-CHAIRMAN: We come now to page 88, “Protocol of provisional 
application of the general agreement on tariffs and trade.” Are there any 
questions on this? 

The Witness: This is the protocol under which countries may undertake 
to bring this agreement provisionally into effect. This is the one under which 
we have extended our tariff concessions as of January 1 of this year. 
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The Vice-CHAIRMAN: Gentlemen, we have come to the end of the study of 


this agreement. Are there any other general questions that you would like 


to ask either Mr. Deutsch, Mr. McKinnon, Mr. Kemp, Mr. Couillard or 
any one of the officials that are here and who are representing the various 
departments? 


By Mr. Quelch: 

@. I wonder if you would mind referring back for a few minutes to article 
XX, clause (g), that we were discussing last night just before we adjourned. 
That clause relates to the conservation of exhaustible natural resources. Does 
that refer chiefly to the exhaustible natural resources of all the parties rather 
than any one nation? Say one nation’s supplies appear to be becoming exhausted 
and it seems necessary for them to restrict their exports of certain commodities, 
might it not be possible under this article for some other contracting party to 
increase their exports in order to make it possible for the first nation mentioned 
to reduce its exports?—A. That is possible under the article. 


Mr. Blackmore: 


Mr. Chairman, I should personally like very much to have Mr. Deutsch 
give us an effective outline—perhaps not today but at a subsequent meeting— 
of the E.R.P. or Marshall plan. He told us where we could find it, but I do not 
think I would have the time to read it. I think it would be proper and fitting 
for Mr. Deutsch to give us an outline on this subject. There is a great deal of 
discussion in the press concerning this provision or arrangement. 


The Vice-CHarrMAN: I doubt very much whether that comes under our 
order of reference, but I agree with you that it would ‘be most interesting. 


Mr. Buackmore: I am of the opinion that it has an important bearing on 
the whole matter of trade. After all, it seems to me that in spite of what we 
may think of the individual items of this agreement, the last test of it is: will 
it work and is it working? Is it accomplishing the objective it has set out to 
accomplish, and are there reasonable grounds to presume that it will do so? If 
it will not work probably we ought to revise our way of attacking the whole 


— question. 


The Vice-CHAIRMAN: I am in the hands of the committee. 


Mr. BrackMore: Take, for example, what is going on at the present time. 
Up to the present time have any nations endeavoured to adopt what is outlined 
in the Geneva Trade Agreements? Have those nations had any increase of 
advantages such as are promised or foretold? Has this thing so far accomplished 
its objective or has the result been the opposite? My impression is that it has 
been just exactly the opposite to every one of these objectives. My impression 
is that Great Britain has been put into a strait-jacket and put on the tor- 
turer’s rack. It seems to me that the struggle she is now having in order to 
establish some sort of understanding with western European powers, indicates 
that she is doing so as the result of being shut off from her normal intercourse 
with the empire by imperial preferences. If this is not indicated, what is indi- 
cated? It seems to me that before I, as a member of this committee, can recom- 
mend to the House of Commons that we should adopt this, we ought to have 
some evidence that it is succeeding. It should be something that is worthy of 
our consideration. 


The Vicr-CHAIRMAN: I agree with you, Mr. Blackmore, that it would be 
most interesting, but I am in the hands of the committee as to whether we 
should engage in that of not. 

Mr. QuetcH: Would Mr. Deutsch be in a position to tell us about the 
various conditions that apply to countries other than Canada? I refer to the 
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conditions attached to the E.R.P.; the commitments that countries have to 
make to get benefits under the E.R.P. Would Mr. Deutsch be in a position to 
explain those other than in regard to Canada? 

The Wirness: Well, Mr. Quelch, there are no conditions so far as we are 
concerned. 

Mr. QuetcH: We have heard a lot about certain conditions that have 
applied to different nations in order that they may benefit of E.R.P. I believe 
probably that a lot of those are wrong and I am wondering if yqu could clarify 
them. I am not suggesting, however, that you do so now. 


The Vick-CHAtRMAN: I should like to have the opinion of the committee 
as to whether we should go into this or not.. 7 

The Witness: I am willing to do anything that the committee would 
like me to do. 

Mr. Buackmore: I do not want to bring the committee into any extra 
work, but I am deeply concerned about this matter because the whole future of 
this dominion might be involved here. Our future trade relations with Great 
Britain and the British Empire could be seriously affected. Just asan illustration 
now of the type of thing that gives me trouble, I want to tell the members of 
the committee that in the May 17 iscsue of the Christian Science Monitor, 
there appeared a rather extended article on what the British are doing in resepet 
to the E.R.P. They are asking that they be required to take less tobacco and be 
given the privilege of taking more steel, which indicates that pressure is being 
brought to bear by the United States in their administration in connection with 
the E.R.P. in order to make the British accept tobacco and canned goods, fruits 
and all that sort of thing, when what the British really want are essential raw 
materials in order to enable them to establish themselves on a sound commercial 
basis with the world. This seems to me to be quite at variance with the impres- 
sion that I got from what Mr. Deutsch told us last night. I am quite sure he 
told us exactly what his impression was, but this seems to be a very serious 
situation, does it not? It looks as though the E.R.P. is being used to further 
enslave Britain rather than help her out. 


The Vice-CuatrMAN: I shall take your suggestion as a motion, Mr. 
Blackmore, seconded by Mr. Quelch, and I shall ask the members of the com- 
mittee to vote in favour or against. 

Mr. QuetcH: I should not want to press this at the moment. Though I am 
very interested in knowing about E.R.P., I asked the Minister of External 
Affairs about it last year and he stated that the matter was confidential and, 
if so, I would not want to ask Mr. Deutsch to deal with it here. 

The VicE-CHAIRMAN: My problem is not whether it is confidential or not. 
My only concern is whether it is covered by our order of reference. I do not 
think it is. 

Mr. QuetcH: Could we have a motion to extend the order of reference? 


The Vick-CHAIRMAN: The order of reference reads as follows: 

That the subject-matter of the general agreement on tariffs and 
trades, including the Protocol of Provisional Application thereof, together 
with the complementary agreement of October 30, 1947, between Canada 
and the United States of America, be referred to the said committee. 


Mr. MacNaveut: Mr. Chairman, would you mind repeating the motion 
of Mr. Blackmore. 


The Vick-CHAaIRMAN: The suggestion has has been made that we ask Mr. 
Deutsch to give us an outline of the effect of E.R.P. on this agreement. 

Mr. BuackmorEe: My general idea is that in the last analysis we should 
judge this trade agreement by the extent to which it has accomplished the 
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objectives which it presumably sets out to do. If it has not. accomplished those 
objectives, certainly there must be something wrong somewhere. As an example 
of the extent to which it is accomplishing its objectives, it seems to me that 
the E.R.P. would be pertinent to this matter. 

Mr. Quetcu: I am not prepared to ask Mr. Deutsch something which the 
Minister of External Affairs thinks is confidential. That would have to be 
cleared up first. 

The Vick-CHAIRMAN: We have to decide whether we shall go: into this 
field or not. 

Mr. MacNaveut: I would be guided by what Mr. Quelch has said. 

The Vice-CHAIRMAN: Before we ask Mr. Deutsch whether it is confidential 
or not, we should decide whether it is within our order of reference. The motion 
* Bes the committee and I shall ask all those in favour to raise»their 

ands. 

Mr. Biackmore: Mr. Chairman, before you call for a vote, may I suggest 
that even though the E.R.P. as a whole may be a confidential matter, would not 
the mere fact that we find extended articles in publications such as the Christian 
Science Monitor, dealing with many aspects of the question, indicate that a 
a good deal is not confidential. Could we not hear about that part which is not 
confidential? 

The Vicr-CHAIRMAN: You are discussing the proposed second motion. The 
motion before the committee now is does your motion come within our order 
reference. If this motion is allowed to pass we shall discuss the confidential 
feature of it. 

Mr. MacNaveut: In connection with that I think you should make a ruling 
that it is either out of order or in order, then we can appeal or sustain your 
ruling. | 

The Vicr-CuarrmMan: I am in the hands of the committee. My feeling is 
that it is out of order. 

Mr. MacNaveut: I think you should so rule. 

The Vicr-CuairMAN: Then I so rule. 

Mr. Hazen: Would you mind reading the order of reference, again, please. 

The Vicn-CHarrMAN: It reads as follows:— 

That the subject-matter of the general agreement on tariffs and 
trade, including the Protocol of Provisional Application thereof, together 
with the complementary agreement of October 30, 1947, between Canada 
and the United States of America, be referred to the said committee. 

Mr. Hazen: It does not say for what purpose. 

Mr. QuetcH: Could we apply for an extension of the terms of reference 
to include the E.R.P.? 

The Vice-CHairMAN: I doubt whether that comes under the resolution 
before us at present. 

Mr. Hazen: If these matters were referred to this committee have we not 
the right to ask what effect some other plan or scheme will have on this? 
What effect has the E.R-P. on this plan? If the matter is referred to us in a 
general way, have we not the right to inquire into it? 

Mr. MacNavuaur: I submit that the discussion is entirely out of order, 
The Chairman has made a ruling and it should not be debatable. If the ruling 
carries it is the end of the matter. 

Mr. JAENICKE: What is the motion? 

The Vick-CHAIRMAN: The motion has been ruled upon, Mr. Jaenicke, that 
this is not in order. If anybody wishes to question the ruling, now is the time 
to do so. 
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Mr. JAmnicke: We should know what the motion is in order to decide 
whether the ruling is right or wrong. 

The Vice-CHAIRMAN: The motion is whether we should go into a discussion 
of the E-R.P., its relation with the agreement and what effect it has had. Now, 
the ruling is that this motion is out of order because it is not within the order 
of reference. If there is no appeal from this ruling, and I do not think the ruling 
is debatable, we shall proceed. 

Mr. BuackmoreE: If you are finished with this I should like to ask you a 
general question bearing on the whole matter. It has something to do with 
what we were discussing last night. I should like to ask Mr. Deutsch whether 
he would say that the overall object of the United States administration in 
these agreements and negotiations has been to clear the way for the little 
nations in order that they may get a greater degree of international and com- 
mercial and financial security through collective co-operation with other little 
nations; or has the overall United States object been to obstruct little nations 
in their attempt to obtain financial and commercial protection through co- 
operating with other little nations? | 

The Witness: Mr. Blackmore, it is very difficult to assess the motives of 
another country, but so far as we know—and I think my colleagues will agree 
with me on this—the United States showed a very commendable leadership in 
this field of trying to establish better trade relations between our countries. 
In that leadership she was prepared to make her own contribution. It was a 
great contribution and it was manifested by the fact that she was prepared to 
make substantial reductions in her own trade barriers, and she has made them 
in the Geneva Agreements. ‘That is the evidence we have, and if one judges 
that in the light of what has happened in the past and the difficulties we were 
all in in the 1930’s, it would seem that it is a hopeful sign. It would seem to me 
also to be an indication of praiseworthy motives and not the contrary. 

I am sure the United States has certainly no desire to create an institution 
for the prime purpose of hindering and of making things more difficult for the 
small nations. I am sure that is not any part of her intention. 


By Mr. Blackmore: 

Q. As an illustration to help you to get an idea of what is going on in my 
mind, the United States was certainly acting to destroy the British preferences, 
was she not? She specifically stated that she wanted to do that?—A. You must 
remember that one of her purposes was clearly to bring about a reduction in all 
forms of discrimination. In the United States the British preference has been 
regarded as a form of discrimination. I am not saying that that was a correct 
interpretation. They have carried that thing to a fetish many times; but in 
reyuesting a reduction of the British preference she did not demand unilateral 
reduction. She said, “We are prepared to negotiate with you for a reduction 
of British preference and we will make concessions in return for any reductions 
you make in the British preference”; it was not a one-way proposition. 

And furthermore, the countries that went into the negotiation were not 
obliged to reduce their British preference unless they were satisfied that what 
they were getting from the United States was adequate compensation for the 
reduction. You were not obliged to do it. Consequently, if any preferences 
were reduced they were reduced in return for concessions from the United States 
which the countries themselves considered were adequate and mutually advan- 
tageous. Nothing else was required. So if any preferences were reduced they 
were reduced because the countries got concessions back which they thought 
paid for those reductions or more than paid for them; if they thought they were 
not being adequately compensated they were not required to reduce the 
preferences. 
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There was no one-way obligation imposed on nations at all; and if in the 
negotiations you felt that you were not getting adequate compensation from the 
United States for the reduction you did not make those reductions in preferences. 

@. I am quite interested in this question, Mr. Deutsch. The United States 
has been one of the great offenders in the world in this respect, in that she might 
make a concession in the tariff and take away’ all the advantage which would 
naturally derive from that concession by hidden means of obstruction. For 
example, suppose she made a concession in favour of blueberries coming in from 
Canada. She could implicitly or explicitly instruct the officials having to do 
with the admission of those blueberries to hold them up on the tracks for two 
weeks or three weeks while they were being inspected, during which time the 
blueberries would all spoil, thereby rendering it impossible for the blueberries 
to go in. 

It is a question of the device; and this has been used against Canada. The 
United States could do something like this; she could say, “Now, we are going 
to admit a given class of goods from Canada into the United States,” and then— 
we have had this sort of thing happen—the company having those goods for 
sale to a given United States importer delivered a certain amount of goods under 
the agreement, under the promise, and after the goods had gone into the hands 
of the United States importer and had been distributed in the United States 
and in many cases were resold, the United States officials have discovered that 
they have made a mistake in classifying those goods and that the goods actually 
should have been classified under another item which would have increased the 
duty, and they have actually gone back and caused a great deal of incon- 
venience and embarrassment to both the exporter and the importer. 

Now, those are merely two of the devices which the United States have 
commonly used. What I am wondering is this: did the United States make any 
kind of commitment to the effect that she would refrain from the use of these 
hidden devices, from obstructing our trade and taking away from us the 
advantages which would apparently be natural from the reductions she had 
promised us?—A. Mr. Blackmore, the example which you have given may have 
occurred in the past. One of the main purposes of this agreement is precisely to 
prevent that sort of thing from happening in the future; that is why countries 
have gone into this agreement. It is precisely to stop that sort of thing; that 
is what it is all about; and the commitments which countries have made in this 
agreement will not allow them to continue to use such indirect devices to provide 
protection, 

Q. Would you be in a position from your information as an official of the 
department to tell whether or not the United States has been refraining from 
using these indirect methods of obstruction to our goods since the Geneva trade 
theaties were imposed?—A. The Geneva trade treaties, as I mentioned, are not 
now if full effect; they are only in provisional effect. When the treaties become 
ratified, then they will have to live up to all the obligations in this agreement, 
and they would have to change their legislation to bring their legislation into 
harmony with the obligation in the agreement. 

Q. I ara told that many of these devices are not the result of legislation; 
they are rather the result of administration—A. It does not matter whether 
they are the result of legislation or administration, they could not be continued 
under this agreement. If they are purely administrative the matter can be 
dealt with directly. The trouble arises when they are matters of legislation and a 
change is required, and that change of legislation will have to be obtained in 
the Congress if they are going to live up to the obligation of the agreement. 
But that will come when the agreement is ratified. The legislation will have to 
be changed to conform with the obligation of this agreement. Some of the 
practices which you have mentioned do arise out of United States legislation, 
and we have suffered from them in the past. Now, one of the objectives that 
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the Canadian delegation had at Geneva—one of the main objectives—was to 
secure a change in the United States practices. That was one of the prime 
objectives of the Canadian delegation and other delegations; and we took great 
care to see that the right kind of provisions were written into this agreement 
which would remove some of those indirect arbitrary devices which have harmed 
us in the past. That is one of the things that will come out of this agreement. 
If we have not this agreement I do not know how we could do it otherwise; 
because if we have not an agreement of this kind by what means can we secure a 
change in United States practice? That is a matter for their own determination, 
short of this agreement; so this agreement is designed to get those practices 
changed and more into line with what we consider advantageous to both of 
us. That is one of the things we have tried to accomplish. 

Q. The suggestion comes into my mind that since the British preferential 
organization, including the sterling area, was so effective that the United States 
looked upon it as a means of industrial ageression we probably could have 
followed the line of greater development of Imperial preferences and obtained 
the results more immediately than we will obtain them through this Geneva 
trade agreement—A. That, Mr. Blackmore, is a matter of opinion. People 
may have their opinions on that question: whether we ought to have gone 
along the line of increasing the development of British preferences or along the 
route of this agreement. But this you should keep in mind, that any further 
development of the British preferential system would have created opposition 
in the United States and would have created, perhaps, retaliation. Whether 
or not the consequences of that are such that we should have faced them is 
a matter of opinion. My own feeling 1s that if we are going to achieve the kind 
of international relations in the world which we want to see it would be very 
undesirable to create a situation which would result in a trade war between 
the British commonwealth and the United States. I can think of nothing that 
would be more disturbing and more harmful than that. I think it is much better 
to take the route of co-operation between these English-speaking peoples, which 
was attempted in this Geneva document. 

Q. The co-operation is largely on the side of the British peoples, is it not? 
—A. No, not entirely. As I have said many times, the leadership in this whole 
project came from the United States, and the British government has co-operated 
with them. Now, in an earlier statement, Mr. Blackmore, you said that as la 
result of this agreement the British tied themselves hand and foot and they 
are now suffering because they so tied themselves. Well, I would think the 
best answer to that is that this agreement has been approved by the British 
government; it was approved by the British parliament; and I think when 
‘it comes to judging British interests I would take the word of the British 
eovernment and the British parliament. I think they have a knowledge of their 
own interests, and I think they would not deliberately go into an undertaking 
which was contrary to their own interests. I have too high an opinion of the 
intelligence of the British people and the British parliament. 

Mr. McKrynon: I think the United Kingdom is the only country that has 
approved. , 

The Wrrness: That is right. The agreement was approved by the British 
parliament and it was approved by the British government. I would think that 
they have a pretty good knowledge of what is in their own interest, and I would 
take their word for it, I think. 


By Mr. Quelch: 


Q. And you have stressed the point that the nations would not sign this 
agreement unless they considered it to their own advantage?—A. Yes. 
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Q. On the other hand, could you say whether or not financial assistance from 
the United States has been made contingent upon nations becoming a party to 
this agreement?—A. No. 

Q. Are you certain of that?—A. In other words, that financial assistance 
is made contingent upon the acceptance of this agreement? 

Q. And the Bretton Woods agreement. If a nation becomes a member of 
this agreement it has become a member of the Bretton Woods agreement. With 
regard to the big loan made by the United States to Britain, that was passed 
by parliament, but you remember that the Chancellor of the Exchequer 
said they could not help themselves, they had to have the financial assistance. 
He said, “Whether we like the point of United States non discrimination 
policy, we have got to have this assistance.” So, you can hardly say they chose 
of their own free will. It was economic pressure which forced them to accept 
the loan. I wonder if the same thing applies to the Bretton Woods agreement 
and in this agreement?—-A. They got their financial assistance before this was 
completed. 3 

Q. The loan, yes. Now, there is other financial assistance under the E.R.P. 
—A. When this agreement was concluded there was no understanding that 
there would be any E.R.P. This was concluded in September of last year, and 
at that time the E.R.P. riscussion was just beginning. The two things were 


not tied together in that sense, that if you take one you must take the other. 


There was some connection—obviously there was—between all these things 
because all these things are inter-related; the E.R.P., this agreement, the loans 
that have been made, our own loans that have been made, have all been related 
to the overriding purpose of re-establishing world economy and reconstructing 
Europe. These are all parts of a general program, and in that sense they are 
all related, of course; but to say that countries are required by means of eco- 
nomic pressure, or are forced into this agreement is, I think, straining the thing 
too far; because certainly in our own case we are not forced. I do not think 
the Canadian government—I am speaking as a civil servant—I do not think 
the Canadian government has signed this agreement because it is forced by 
reason of financial considerations to sign it. I am not aware of that. 

Q. We are on a different basis——A. Yes. I am saying specifically that the 
United Kingdom and many other countries—countries which have no such 
financial dependence—have signed this agreement because they felt it was 
advantageous for them to do so. I do not think you can find one single instance 
where countries have signed this agreement for any other reason than that they 
felt it was in their general interests taking everything into consideration. 


By Mr. Blackmore: 


Q. You were giving the fact that because the British accepted this as pretty 
good evidence that it was a good agreement?—A. I am saying it was evidence 
that the British were satisfied. 

Q. Mr. Quelch’s idea is conveyed in this fact, that the British undoubtedly 
accepted the Washington loan agreement, which was greatly to their disadvan- 
tage, in order to get a big loan after the war. Article IX follows out of the 
Washington loan agreement, doesn’t it?—A. I would not say that without quali- 
fication. The United States quite rightly gave them exceptions from it. They 
did not hold them to the letter of that article. When they came along and said 
we are having difficulty in living up to its terms, could we have a little leeway 
with regard to it, they gave them that leeway. 

Q. Was it not recently stated in Britain that one of the things which caused 
the death of the late Maynard Keynes was the tremendous amount of work 
that he put into trying to get better conditions for Britain in connection with 
that?—A. Of course, I am not saying that Britain got all the concessions which 
they hoped to get. You must remember that for these things somebody has to 
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put up a lot of money and money does not grow on trees. Some taxpayer has 
to put it up, and the taxpayer is not in the habit of just pouring money out 
without any questions being asked. They are not just in the habit of doing that. 
Naturally, when such large sums of money are going into loans of that kind they 
are going to ask certain questions. That is only common sense, to ask about 
how the money is going to be used; whether or not it is going to produce the 
results which it is supposed to produce. Certainly there was an undestanding 
reached on these matters, the people who put up the money naturally asked 
these questions. How else were they going to put up the money? Money does 
not grow on trees, somebody has to supply it. It may be that the conditions 
may be too onerous in some cases. That is a matter of opinion. But simply 
to ask a country or a nation to give up great sums of money raised from the 
taxpayers and just pour them out without any questions being asked at all, that 
seems to be completely unrealistic. 


By Mr. Fleming: | 

Q. Whatever may have been said about the terms of the U.K.-US. loan 
agreement of 1945—we asked some questions about that in 1945 in this committee 
__the fact remains that you have an entirely different situation now; and perhaps 
it is caused by just such features of that loan agreement as Mr. Quelch has 
referred to; that is, we had a situation develop out of which we are now emerging. 
—A. Perhaps. 

Q. France is not well enough to consider that purpose; and, in any event, 
we have I suggest an entirely different situation now under E.R.P.—A. With 
that I agree. 

Q. And when we are discussing these agreements we have to take things on 
balance. We may not like everything in them. I don’t suppose the Canadian 
representatives liked everything in the agreement; as a matter of fact, they 
have told us so here—but you have to'take things of this kind on balance, and 
so far as the British authorities in their relation to the agreement are concerned, 
they have evidently taken it on balance——A. That is right. 

Q. And I suppose, looking at it from that point of view, from the point of 
view of the document before us and from the point of view that they are trying 
to restore worldwide trading relationships, we just have to take it on balance—— 
A. 1 think that is very true. I think one thing we have to remember, and I think 


you are referring to that Mr. Fleming, is that there were some serious miscal-_ 


culations following the conclusion of the war with respect to the degree with 
which recovery could take place. I think there was a tendency to be over- 
optimistic as to how quickly Europe could be restored and what assistance is 
required to restore Europe. I think there was an over-optimistic attitude in 
that regard. An also there was an over-optimistic attitude as to how much 
could be expected from that particular loan. As it turned out it has 
been proven that the assistance was inadequate and that recovery was much 
slower than people had thought it would be. That is where the mistake was 
made. In the light of hind-sight now we see that the problems were much 


more difficult than we had anticipated, the difficulties of reorganization were 


much greater and it would take a much longer time. In that sense the results 
of the loan have been disappointing, but, E.R.P. now has come along and 
recognized the situation which exists today, that lots more has to be done in 
order to bring about that recovey. The E.R.P. recognizes that situation. As 
you were saying, new situations have arisen, and one of the results of the new 
situation which has developed is the E.R.P. 

Q. The biggest feature in this situation is the generosity on the part of the 


United States. There may be an element of self-interest in it, but nevertheless - 


the generosity of the United States in the whole situation finds expression in 
E.R.P—A. That is right. Here is a country which has been prepared to give 
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very large scale assistance, most of it or a very large part of it given freely. In 
the last analysis most of it is given free because they realize that there is no 
use fastening debts on to these people unless or until they can re-establish their 
means of livelihood. They have extended very substantial aid on such a large 
scale in the hope of helping to rebuild and restore the whole life and fabric of 
European economy. That is what E.R.P. means. I do not think, as Mr. 
Fleming has said, that it is entirely without some element of self-interest, but 
I suggest that that element of self-interest is not entirely deplorable. As I said 
the other day, they know they cannot live in this world the way they would like 
to live if others are in a state of abject poverty, unemployment, low standards 
of living, and so on. They were prepared to take a long look at that and give 
long term assistance to bring them up to the state of production and a state of 
life and standard of living which will be advantageous to all countries, including _ 
the United States. There is of course, the element of self-interest in it, but I 
do not think it is an objectionable self-interest. ; 

Mr. QueLcH: There are also political features involved. 

The Wirness: There are also very important political features in it, which 
we do not need to go into here since they are matters of war and peace. 


By Mr. Fleming: 


Q. May I ask you about another matter. I am thinking particularly about 
the discussions of late as to the check which has appeared of late on Canadian 
exports so some parts of the commonwealth and empire by reason of monetary 
difficulties and exchange difficulties. Can you make any comment to the 
committee on that situation in the light of Geneva or as related to Geneva, 
please?—A. Mr. Fleming, most countries of the British Commonwealth are 
troubled by the same problem as the United Kingdom; I mean, lack of dollar 
reserves; and they have to meet that difficulty in considerable measure by simply 
reducing their purchases from the dollar areas; and, of course, Canada is in the 
dollar area. They have been forced to reduce their purchases because they 
simply do not have the money with which to pay for them. Now, what they 
have done, a lot of them have put on import controls to control imports from 
western hemisphere areas, and those import controls were put on in accordance 
with the provisions of this agreement; namely, balance of payments clauses; 
and this agreement gives them that right to protect their balance of payments 
by the imposition of these controls. It is the operation of these controls which 
has reduced the trade. 

Q. You say that Canada is in the dollar area; is that entirely right? 
We are certainly not in the sterling area, and the world is not completely 
divided now between the sterling and the dollar areas. I have always understood 
that our position was somewhat outside of the two groups, that ours is a peculiar 
and probably a unique position—A. Yes, we sort of straddle the two areas, 
the dollar and the sterling. I was referring there to our own dollars as well as 
to the United States dollars. It does so happen that our own dollar is a scarce 
currency. Most countries have the same difficulty with the Canadian dollar 
that they have with the United States dollar, so it does not make much 
difference. 

Q. What is the relationship between them so far as Geneva is concerned; 
and, what effect are we likely to have in that regard so far as the Geneva is 
concerned?—A. The fundamental problems are being tackled, as I was saying 
yesterday, at the present time. The most serious difficulty in the world is due 
to the lack of production in Europe. They have not recovered their output to 
anything like the degree which was necessary, and that is the real difficulty 
now. I think that when that situation is overcome and Geneva is really working 
fully the full benefits of the agreement can be realized. If there is nothing to 
send no advantage can be taken of these reductions; and that is the difficulty 
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now. The hope is that if production is restored in Europe then the lower tariff 
rates which have been made at Geneva by the United States and by Canada 
and by many other countries will make it possible for the European countries 
and others to sell a larger amount of goods in the United States than they 
have ever sold before because of the lower tariff situation. That would be 
enabling them to stand on their own feet. But that cannot operate fully until 
the basic problem of production in Europe has been solved. 

Q. Would this be a fair summary of the situation: That any benefits that 
will flow from Geneva are postponed by reason of the undoubted dislocation in 
world trade, and that this dislocation is not likely to be righted until E.R.P. 
has gone a considerable distance on its way?—A. That is correct, or until 
something else intervens. Unless this basic problem of production is solved— 
and that is where E.R.P. is intended to help. 

Q. Well, what about exchange?—A. You cannot get exchange until you 
have goods to sell. 

Q. So it is purely a matter of speculation at the moment and it does not 
depend so much on the tariff benefits from Geneva as such. It depends more on 
how long it takes E.R.P. to do its beneficient work—A. Yes. In the case of 
Canada, Mr. Fleming, we are now receiving concessions from the United States, 
so that we are already receiving some of the benefits of this agreement. Now, 
we are not receiving the full benefits as far as Europe is concerned because, 
as I say, there are production and exchange difficulties. But we have received 
concessions from the United States and from South American countries and from 
Australia, and New Zealand; these of course, are affected by the sterling 
situation. But as far as the United States is concerned the agreement is 
operated with respect to the tariff concessions which have been made and we 
can enjoy those benefits. As Europe comes along and improves that situation 
will be getting progressively better from the standpoint of this undertaking. 
So far as Europe is concerned, we have not reaped many benefits so far, but 
we are receiving tariff reductions which the United States has made, and we 
benefit there. 


By Mr. Hazen: 


Q. In connection with the South American countries and our purchases 
of coffee, do I understand that our purchases of coffee have switched from empire 
countries to some of these other South American countries like Brazil?—A. I 
am not familiar with the most recent statistics on that, Mr. Hazen. Possibly 
some of these other gentlemen would know more about that, these statistics. 
on coffee imports. 

Q. I have been informed that we are now buying a great deal more coffe 
from Brazil than we formerly did, I mean before the war; before the war we 
got more coffee from empire countries; and, if that it so, I was wondering 
what the reason for it was—A. The war may have had something to do 
with that. 

Q. Yes—A. I am not an expert in this coffee business so I am afraid I 
-could not give you any useful information on that. 


By Mr. Quelch: 


Q. Between the two wars the main trouble was not so much production as 
markets. Would you say today that the United States has had a change of 
heart in regard to its use of tariffs? If production becomes abnormal in future 
then the United States will be placed in a position of having to increase its 
exports to balance its imports, and it will also have to increase its imports to 
help the foreign countries to meet interest payments on their loans—A. That is 
quite correct, sir. 
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Q. And the result of that will be an unbalancing of their trade, upsetting 
their internal economy.—A. It will require adjustments. 

Q. Are they prepared to do that?—-A. The United States are under this 
agreement just as much as we are, and when it is functioning fully they will 
have to accept an increase of imports; and that is the case particularly if ulti- 
mately these countries are going to be able to repay their loans and to meet 
interest payments on those loans. It is inevitable that the United States will 
have to accept more imports than she exports. That is one of the things which 
has to be accomplished. Whether or not she will do that five or ten or fifteen 
years from now; of course, there we are in the realm of prophesy, and I cannot 
undertake to speak with absolute assurance in that respect. 

Mr. BuackMors: It does not seem very likely that she would accept a situa- 
tion of that kind. She is the greatest producing nation in the world, and she 
has got to keep her production going if she is going to remain prosperous. 

The Wrrness: Of course, the United States is not entirely self-sufficient 
and she could use large imports if she wants them. 

The Actine CuairMAN: Now, gentlemen, I think I can express this opinion 
on behalf of members of the committee; I mean, our appreciation to members 
of the Tariff Board, the Finance department and the Department of Trade and 
Commerce for their attendance, and their continued attendance, before this 
committee; and I should like to compliment particularly Messrs. McKinnon, 
Deutsch, Kemp, Richards, Callaghan and Couillard for their very illuminating 
and clear explanations of this very involved material, and particularly of this 
most important and most complicated instrument, the Geneva agreement. 

Some Hon. Mempers: Hear, hear. 

The Vice-CuarrMan: So I will thank you on behalf of the committee for 
all that you have done for us. 

The Witness: Mr. Chairman, if I may on behalf of all of us, I would like to 
say that we are very appreciative of the consideration which has always been 
shown to us by every member of the committee. This has been a pleasant 
experience for us, and if we have been of any help to the committee we will be 
most satisfied. 

The Vice-CHAIRMAN: You certainly have been of help. 

Some Hon. Mrempers: Hear, hear. 

(The committee continued in camera.) 


MINUTES OF EVIDENCE 


Housr oF COMMONS, 
May 27, 1948. 


The Standing Committee on Banking and Commerce met this day at 10.30 
am. The Vice-Chairman, Mr. E. Rinfret, presided. 

The Vice-CHamMAN: Gentlemen, shall we come to order? I understand 
that Mr. Harris has some suggestion he would like to make to the committee. 

Mr. Harris: Mr. Chairman, there are two or three sentences which I would 
like to put on the record. You were good enough, sir, in your committee to 
receive in due course either a brief or a representation from what is known as 
the Canadian Importers Association. I understand, sir, that your clerk has 
written to them and expects a reply very shortly—a reply which has not yet been 
received. 

There is another organization of equal magnitude, in so far as Canadian 
trade is concerned, and it is called the Canadian Exporters Association, with 
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offices on Colborne street in the city of Toronto, and they would like, sir, to be 
invited to express either by personal representation or by written brief their 
views with regard to the Geneva trade pacts. Up to the moment they have not 
been invited. They did not understand, Mr. Chairman, that this matter was 
being rushed along as fast as it has been. They have been reading press 
reports and they understand that our friends to the south probably will not 
reach a conclusion on these pacts until 1949, and all the information that they 
had would lead them to believe that they~ had sufficient time to make 
representations. | 

The three officers in the organization are Mr. H. V. Lush, president of the 
Canadian Exporters Association, Mr. Telfer, who is the general manager, and 
a director by the name of Dimmick. I think it would be an act of courtesy on 
the committee’s part, inasmuch as this association has contacted one member 
of the committee, that if they have anything to say they should be given an 
opportunity to say it in a like manner as is given to the Canadian Importers 
Association. 

It is quite true, Mr. Chairman, that you have a letter on record from the 
Canadian Manufacturers Association; but that does not necessarily take in all 
the different kinds of manufacturers. There is an organization known as the 
Canadian Furniture Manufacturers Association; they work in harmony with the 
Canadian Manufacturers Association, but some of their members, particularly 
a man by the name of Anderson, president of the Stratford Chair Company, 
would like to file some representations with this committee. 

I have another long letter here, dated May 25, from the Jones Manu- 
facturing Company Limited, who are manufacturers of saddles for bicycles and 
tricycles and things of that kind. One of the members of the House who is not 
a member of this committee is particularly interested in this matter, and in due 
course when you convene your committee on their behalf he would like to have 
the privilege of mentioning certain points which occur to him. 

I am sorry to trespass on the time of this committee at this time when you 
are about to consider the loan bill, but I wanted to get this statement on the 
record. At the same time please bear in mind that when: this committee opened 
its sessions there were a number of us who were strongly of the opinion that we 
ought to make haste slowly. I think, probably, Mr. Blackmore does not mind 
me mentioning that that was his attitude, and his statement was to the point, 
with regard to handling this matter with particular care. After all, Mr. Chairman, 
we are only 13,000,000 people and there is a big country to the south of us with 
ten times our population who are the keystone of the arch of this whole Geneva 
affair. I think rather than that the tail should wag the dog, the dog should wag © 
the tail, and that we should conclude our deliberations when they have concluded 
theirs in Washington. 


The Vice-CHairMAN: Gentlemen, this Geneva agreement matter has been 
before us since the 11th of March, so I do not believe that the matter of rush 
would apply in this case. I think we have gone through the Geneva trade agree- 
ment carefully and given the matter careful attention; on the other hand, if the 
committee feels that these three associations should be heard now that we have 
completed our study, I am completely in the hands of the committee. 


Mr. Harris: Mr. Chairman, I do not agree we have completed our study; 
the committee is still wide open. I do not understand that anything is completed 
at all. As far as the date of March 11 is concerned, the public are slow to 
know whether these things are in their interests or not; they are slow to make 
representations, particularly when it is impossible for your committee to consider 
and canvass the entire export and import trade of Canada. You cannot do that. 
Something comes to light in due course. We have no over-all board of trade in 
Canada which covers the entire industries of Canada; we have an affiliated body 
of organizations and associations. 
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The Vick-CHAIRMAN: Gentlemen, I am in your hands; is it your wish that 
these people should be summoned before the committee? 

Mr. Isnor: May I inquire if we advised the Importers Association of these 
meetings? 

The Vice-CHAmRMAN: In this case we are referring to the Exporters 
Association. 

Mr. Isnor: I am asking if we advised the Importers Association? 


The Vice-CHAIRMAN: There was a request made by one member of the 
Committee that we communicate with the Canadian Importers Association. 
We have been in communication with them and they finally wrote us saying 
they would submit a brief instead of coming down personally. 


Mr. Isnor: When did you first write them? 
~The Vice-CuHatrMan: April 30. 


Mr. Isnor: I quite agree with the remarks of the chairman that certainly 
the Exporters Association should have been aware that this committee was 
sitting and receiving representations. We are in the closing stage of our com- 
mittee’s deliberations and are about ready to compile a report on this particular 
matter; however, I certainly would not like to see anyone debarred from making 
representations if it is going to be helpful to us in making our report. I do not 
agree with Mr. Harris’ suggestion with regard to the tail wagging the dog or 
the dog wagging the tail—whichever way he put it; I think we should go ahead 
and make our own decisions, so that we would have already placed our findings 
before parliament, and Washington would know what our attitude is in regard 
to the Geneva agreement. 


Mr. Harris: I am sure, Mr. Chairman, my honourable friend will agree 
that if we are going to have a brief from the Importers Association on the one 
hand then, on the other hand, the Exporters Association should also be heard. 
It is a misadventure, perhaps, that the committee did not know this organiza- 
tion existed. I think Mr. Jaenicke asked that the Importers Association be 
heard or be allowed to file a brief, but we did not hear about the Exporters 
Association at the same time. I am sure, Mr. Chairman, that the members 
of the committee would like to be fair in this matter. 

Mr. JazENicKE: Yes, I was the one who suggested that the Importers 
Association be heard, because I met a gentleman in Toronto when I was in that 
city on a visit. Personally, I do not think we can debar anyone from making 
their views known to us, especially as I do not see there is any particular 
hurry in the matter, anyway. Just this morning I saw a despatch in the 
Christian Science Monitor about foreign trade in the United States, and they 
did not pay the slightest attention to the Geneva agreement; maybe they do 
not know that it exists. I am baffled about the whole thing when I read the 
press despatches and I know the work we are doing here, but unless the United 
States approve of this treaty love’s labour is lost, as far as we are concerned. 

Mr. Buackmore: I am in sympathy with the remarks of Mr. Jaenicke; [ 
believe we should take plenty of time. 

Mr. Timmins: There is one other thought that arises in my mind out of 
the remarks made by Mr. Harris and other gentlemen on this point. We have 
been reading in the press recently concerning the fact that Canadian exports in 
the sterling area countries, including the United Kingdom, are falling down 
badly; they are falling down disastrously at the present time; and one thing 
that arises out of this Geneva treaty is to find out to what area we belong. The 
sterling area countries are, apparently, dealing among themselves, and therefore 
the Canadian export trade is falling down badly. Now, we are not In the sterling 
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area and we do not have enough American dollars really to be in a United 


States dollar area. We are in a dollar area of our own. Now, Donald Gordon, 


the deputy governor of the Bank of Canada, is making speeches and telling 


various associations throughout Canada where we stand with respect to United 
States trade and saying we are going to make a decision in respect of a trade 
treaty which is going to govern our future for a great number of years. It seems 
to me that we should have the benefit of the advice or opinions of Mr. Donald 
Gordon, or whoever else may be in the Bank of Canada, to help us make up 
our minds. When we go into this Geneva treaty—if we go into it—with whom 
are we going to be tied up—the sterling group or the dollar group; and what 1s 
going to happen to our Canadian trade? 

Now, I have some material before me from Canadian companies who have 
been in existence for a long time and who say that their trade in the sterling 
area. has dropped 90 per cent, 95 per cent or 100 per cent. 


Mr. Isnor: What is the reason for that drop? 


Mr. Timmins: They say that Great Britain is the banker for the sterling 
area and our Canadian dollars are not any good to them; that they are dealing 
amongst themselves; they can trade among themselves. Now, | would not like 
to have this committee make decisions before we get the right people to come 
here and tell us about some of these things. We are tied up with the Inter- 
national Monetary Fund, but it is not going to function for two or three years; 
and if there is some person in the Bank of Canada or the Department of Finance 
who can tell us about these things I think we ought to have them come before 
us before we finish our hearing. 

The Vice-CHairRMAN: You realize that Mr. Deutsch is from the Depart- 
ment of Finance? 

Mr. Timmins: He may be the right person. I think you, Mr. Chairman, 

have seen these press reports, as I have. In addition I have had the advantage 
of getting some direct information through some of the people affected. How- 
ever, I believe we ought to have the proper man come before us. 
Mr. Ross: Mr. Chairman, I have not been able to attend this committee 
as much as I would have liked, because of the pressure of other committee 
work, but I would like to ask whether these exporters have not had an oppor- 
tunity to appear before the committee. I understand that the importers were 
asked to attend and give evidence; therefore, I think we should hear the export 
people also, because this is a controversial matter. 

I should like to support the remarks of Mr. Jaenicke. There is, apparently, 
no rush in the United States about dealing with this matter. If they do not begin 
their work in carrying out their end of the agreement I cannot see that there is 
any rush for us to wind up our work in this country. This is a matter that is 
going to be of importance for years to come. Because of the position 
Donald Gordon has held these many years and because of his knowledge of 
the many controls imposed, surely he would be in a position to know how many 
of these trade barriers would work out. I hope we shall hear Donald Gordon 
before this committee before we make a report and that we shall also request 
the exporters to appear here. 


The Vice-CHAIRMAN: There is a motion before the committee that we 
should communicate with the Canadian Exporters Association, the Canadian 
Furniture Manufacturers Association, and the Jones Manufacturing Company; 
and that we should have Mr. Donald Gordon of the Bank of Canada come 
before the committee. That motion has been duly seconded, and I will ask 
the members to vote on it. 


ae ee 


BANKING AND COMMERCE 459 


Mr. Isnor: Mr. Chairman, you are asking that certain individuals and 
companies appear here, but I would suggest that Mr. Harris is representing the 
exporters and that his request be granted that they be given a hearing, so as not 
to be put in the position of extending invitations to certain groups and over- 
looking other groups. 

The Vice-CHairMan: That is what I am asking the committee to do now. 

Mr. MacNavueut: Can Mr. Harris tell us how long it will take to get a 
brief from these people? | 

Mr. Harris: I am not representing them. They happened to contact me. 
I am not an officer of their organization. | 
Mr. MacNaveut: If they are going to take a month or so it would make a 
considerable difference. 

Mr. Harris: I do not think it would take anything like that amount of 


time; the Importers Association are not taking a month. 


Mr. Isnor: The importers appeared before this committee or a similar 
committee last year, as I recall it— 

The Vice-CHairMANn: Let us find out if the committee wishes to hear these 
parties. 

Mr. Prnarp: Can we not fix a date for the receiving of the brief. 

The Vick-CHarrMAN: Shall the motion carry? 

Carried. 

Now, should we arrange to hear these people next Tuesday? 

Mr. Trmmins: Give them a week. 

Mr. Harris: What is troubling these people at the present time is that 
there is an international trade fair going on at the moment at the coliseum in 
the Toronto exhibition grounds, and all these men are very busy at the interna- 
tional trade fair trying to make a great success of it. Apart from that many of 
them belong to the Canadian Manufacturers Association who are today in 
convention as well. 

Mr. FLteminc: May I make a suggestion? Perhaps you might take the 
Jones company. They would not take so long. It is their own particular prob- 
lem on which they want to appear before the committee, and we could take the 
associations after that. That will give them time to get this international trade 
fair over. 

The Vick-CHairMAN: We will invite the Jones Manufacturing Company 
and maybe Mr. Donald Gordon to be here next Tuesday, and the two other 
associations on Thursday. Is that satisfactory? (Agreed). 

In connection with the same matter I have before me a letter from the 
Board of Trade of the city of Toronto dated the 25th of May. 

We appreciate your kindness in advising us under date of April 30 
of the study being made by the Standing Committee on Banking and 
Commerce of the House of Commons of the General Agreement on Tariffs 
and Trade including the Protocol of Provisional Application thereof, 
together with the complementary agreement of October 30, 1947, between 
Canada and the United States of America and giving this board the 
opportunity of making representations with regard thereto. 

This board, however, has no representations which it wishes to make 
to the committee in the matter. 


Yours very truly, 


F. D,. TOLCHARD, 
General Manager. 
The Committee thereafter proceeded with the study of Bill No, 220 (Letter 
F of the Senate), “An Act to amend the Loan Companies Act.” 
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APPENDIX A | 


LIST OF TARIFF ITEMS AND SUB-ITEMS 


in respect of which the margin between the British Preferential rate and the 
Most Favoured Nation rate has been eliminated as a result 
of the tariff concessions made at Geneva, in 1947. 


Tariff Concession 
Item Key Words Attributed to 
CG) Fresh. beef and® eal ju. ae a ee eae ope eee ree US.A. 
xii, Soc Patés de foie gras, ete... ccs ke ee cee ewe ee neee France 
15 (Gi) Beeswax, unrefined.) Jt 5s. ven ha ies eee ae eee France 
(11) Beeswax, WODrr ak. ase: Boe cee aw phbiateg mens eee France 
sD Honey-comb foundations ..... RSs Rhea c ache ets US.A. 
ex 711 
20 Cocoa paste, not sweetened ..........-e eee eee eee Benelux 
21 Cocoa paste, sweetened ......... cece ee eee eee e eee Benelux 
22 Chocolate powder ....... ANE Pe Sc Mp es de SA MEE Ng Benelux 
24 OD ICOEY oT. © 12 chain ee oie een are eect pine sralece Wheeye Benelux 
25 Chicory, roasted or ground..........s...0seee sees Benelux 
39 (11) SEaPeny, OM pel Wee oe ities lols Neale veaiatare veri ese hao eee US.A. 
45 (i) Wilk Af006S; 010). var wa ek ee ete Ie ae eecasiore US.A. 
(11) Prepared cereal foods, in packages..........+---+: US.A. 
47 (a) Castor OAS oi PN es Cok ots bo eels ecapegr as ne Brazil 
ex. 73 COOH: SECU. Ri cae tekst ket tet ete Bie eo oes Cale phe tas Brazil 
ex 76b 
ex 276b 
82 (e) PIOPISt StOCK( 1-00 vaa eet corte wea Sia esete Iara os trw ae Benelux 
94 (a) Table! BTADES i524 Seale ois incense Meme peas es mel LSA... 
96 Freshy {Uitse DO. Dvr ease tks Gite ela ee leer an USA: 
99a Died. PLUWVes, Fs one owen rie see cose oS Se paw eae USS.A. 
100 GAPE. LEU ® @ song ses chavee ene Be tap easter ope meee aia re TESA. 
100a 
101 OPA DGS ees ad. REG G Sika shake ene ete eee U'S.A: 
104a Hrust: pulp, canted io casc%5 Pee ead fe Wee ota area US.A. 
106 (a) Canned apricots: and pears... ccc ee ciile bin’ see USS.A. 
106 (c) Canned fruits. 10-06 cu oc «tte be oc oe ein ieee ee ogee USS.A. 
109a Green peanuts ...... Be i) Pecans Ge SD Ay Sa a US.A. 
113a Oey rg WN 1c See Meee IA an Ap tar sree ha gL: Benelux-France 
116 PEARSE id be sn cael RE Sede Gan hateualaceapaleitae COR US.A 
120 Sardines, anchovies, etc., in oil: 
(a) in cans from 24 to 36 ounces............-. France 
(c) in cans from 8 to 12 ounces............... France 
123 (4) Kippered< herring; canned: s .ici4 0. dace ee etree Norway 
ex 133 Ponsbers reel Mi ca bute oe, de eceeks Seal ot hast gleetonee tar US.A. 
143a Civarettes cov soak a ap seine sist deat iat aR 5! USA 
144 CUE TOD ALCO Bou ee ae MOR Ra lt) iaeee Oe ot Batata Phe US.A. 
152°) Fruit juices: US.A. 


Lime juice 

Orange juice 
Lemon juice 
Passion fruit juice 


(11) PrAPONey rupee castes Gel ho harsed aap aaa clay wh RRR ct lara TcSiAt 
ex 156 (iv) Boye. cchecs fas arsroresatic ate totovice sie asgncalegeta vib ate atest es} else gels tales France 
(v) TAOMOULS, cai kewt Pe ik Baar toe ee aL nents France 
160 (i) (a) Alcoholic perfumes in bottles not over 4 ounces.. France 
ex 167 1) Bi peep aie Rei gti shee oie he We Ment ee ric ee Aram Mek cae Czechoslovakia 
ex 225 Marmauba (Wax ic sh Seo Aires ee ak ee et Brazil | 
2316 Gelatne for: capsules. 1c. Geeta ae elon els Benelux 
ex 238a Moving picture films, negatives. ..........eeceeeee US.A. | 
254 (i) Gums: 
Copal, damar, benzoin, et0..5 00... ieee eons Benelux 
(11) Barberry, elem, gedda, ete 082s God wines Ce re France 
264 (i) Essential oils, natural: 
Geranium, rose, citronella, etc...............- France-Benelux 
264a Mentha aatoe es. oi rete oer aeem ie ley ecalery his Brazil 
278e Cemetior onl. vis 4 Giada eek We ee Os eines Bern eta eee Brazil 
ex 208¢ 


ex 711 
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Tariff Concession 
Item Key Words Attributed to 
286 Demijohns, churns or crocks, earthenware......... Benelux | 
ex 296b Magnesite, dead-burned ..........ccccccccesseces Czechoslovakia 
ex 296b WIRES CAL OOU EE Go oiesis seers <b 5h bce w Oe ee uee USS.A. 
ex 305 FAM Vis SORN IN GWEN flee vs. 0 gh roti actelle se ay acho S KIM Roh US.A. 
312 RERLOR. Hib COU Ey sc! Ween eT coke weet ode be US.A. 
325 PHEIOC WISE WINDOWS oo oe. os cee sks oe ore France 
351 Wite-and *cable., covered) 4. oo en OS Tas USS.A. 
abo Brass and copper  prodtcts. 2 ii. cope ak aes eee USS.A. 
3620 Metal parts, for loose-leaf binders................ USS.A. 
383 (bd) Tin plate, of a kind made in Canada........... crt Wile bes 
394 (b) Axles for other than railway vehicles............. US.A. 
401 (g) Wire. Ot. ION OF SLEEK IO oer. ih ls dca wan Sits ale boon aah US.A. 
424a Hand fire extinguishers, and sprinkler heads....... USS.A. 
435 (a) Mining locomotives, not made in Canada......... US.A. 
4400 (1) Airplane engine parts, specified, not made in 
LOM ata 2k GREE he eee a ata atte ey cece US.A. 
440p Airplane parts, specified, not made in Canada, ior 
Fepair, OF MaNuIActure. f.0. 3... ess serene US.A. 
ex 450 RTC ORES ee os wa Oe Pe he arcs cima US.A. 
461la Automatic scales, not made in Canada............ US.A. 
498 atey FESO FALLOT ING ore Hits a wees aes aka ees France 
5d2. (1) Clothing and articles of cotton, n.o.p.............. US.A. 
ex 53 Twine for baling farm produce.................0 Benelux 
ex 537a 
545 Lace and embroideries for clothing............... France 
548 Clothing and articles of vegetable fibres, n.o.p..... U.S.A. 
549 (ii) Carpet Re re ee eee ae ye France 
(iii) Carvel’ hai, voat hate vetoeaisi ete recs adc France 
ex 549d Nets made from human hair...........-....6.0.. China 
564 Fabrics of silk or rayon, for neckties, etc.......... France 
567b Cc harreesvectatentie 08. cs oes. el ae France 
586 Wrathieneite vol Miers 6 euue cu adon ssicec on ee ee US.A. 
597 (ii) Pipe ORNS eee. Cee Lae ae ehh eee a US.A. 
ex 603 Karalayl? glins 20, heen SI wee ea Benelux 
624 Bead ornaments, fans, statues, etc..............0. France 
657a Moving picturé films}. positives). dacs fei. 68 es US.A.-France 
658 Film, for reproduction and .re-export.............. France 
ex 711 howhpe . vranules: os, oF 6. eee aes pee US.A. 
ex 711 (On. ROTC 3 See ew cae Fc ae Gath os MUL ie US.A. 
ex 711 Vegetable colourings. 3.0 pax. ava al ee ana US.A. 
ex 711 Verctabie favourings. o0a.241 2 dco) ees ae eae US.A. 
ex 711 Macao tinmanuiactured: «620.98 AA See re ee France 
ex 711 ABeehod, CVS eh ee GRR TN ek oy ih 
ex 711 Aes WALES iki a <5 os oe kk es een BE France 
154 
ex 711 DISC r hee PASO OLR aie ahs Cee rote a MUS eR Chile 
ex 711 (i) Quartz, piezoelectric, in slabs or blanks........... Brazil 
ex 445c 
ex 445d 
etal 
(ii) Quartz, piezoelectric, manufactured............... Brazil 
833 Matlivi-etity! Ketone sists eioeviacitietcaias. cleans 1 swan SA, 
838 Orticica, oil ...... 6. PGS RMR AS, ie Patel led Ne PR Brazil 
ex 711 
Remarks :— 


(1) As stated in the Press Release of November 17, 1947, the preference has been 
eliminated in respect of 94 tariff items or sub-items. 

(2) It should be noted that by the Budget of June 27, 1944, Parliament had eliminated 
the preference in respect of farm machinery dutiable under tariff items 408, 409, 409b, 409c, 
409d, 409e (i), 409e (ii), 409f, 4099, 409h, 4092, 4097 and 409k. 
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APPENDIX B 
GENERAL AGREEMENT ON TARIFFS AND TRADE 


Concessions received by Canada from non-Empire countries on: 
Axe heads 
Asbestos 
Laundry machinery 
Automobile parts 
Aluminum products 
Electrical applances. 


Axe Heads 


United States: Axe heads are duitable under item covering “Manufacturers of 
iron and steel, not specially provided for”. Duty reduced on this item 
from 45 per cent to 224 per cent. 


China: Duty bound against increase at 74 per cent ad valorem. 


Norway: Duty bound against increase at 20 per cent ad valorem. 
France; Duty reduced from 25 per cent to 18 per cent. 


Czechoslovakia: Duty reduced from 13 crowns to 12 crowns per kilog. 
Chile: Duty reduced from 20 to 15 gold pesos per 100 kilog. 
Brazil: Duty bound at 84 cruzeiros per 100 kilog. 


Asbestos 
_ United States: 
Par. Pre-Agreement Agreement 
No. Rate of Duty Rate of Duty 


1501 (a) Yarn, slivers, rovings, wick, rope, cord, cloth, 
tape, and tubing, of asbestos, or of asbestos 
and any other spinnable fiber, with or with- 
out wire, and all manufactures of any of 
the Lorewewie ses coe aon pute eats oire te ci 20% ad val. 10% ad val. 
(b) Moulded, pressed, or formed articles, in part 
of asbestos, containing any binding agent, 
coating, or filler, other than hydraulic 
cement or synthetic resin ............2045: 20% ad val. 10% ad val.. 
(c) Asbestos shingles and articles in part of 
asbestos, if containing hydraulic cement or 
hydraulic cement and other material: 
Not coated, impregnated, decorated, or 


coloured in any Manner. :...2.-nsecrece-s 2¢ per Ib. fo¢ per lb. 

If coated, impregnated, decorated, or 
colored. in any manner. a) oe aes 3¢ per lb. 3¢ per db. 

(d) All other manufactures of which asbestos is 
the component material of chief value .... 25% ad val. 124% ad val. 


China: Duty of 15 per cent ad valorem bound against increase of asbestos 
sheets or packing, woven or compressed and on boiler composition and 
other products (except millboard and yarn). 


Benelux: Duty free entry of crude asbestos bound. Duty of 6 per cent on 
thread, yarn and cord of asbestos bound. Duty of 10 per cent on fabrics 
of asbestos, and on manufactures of asbestos including clothing and foot- 
wear bound. 


France: Duty free entry bound on crude asbestos. Duty reduced from 30 per 
cent to 15 per cent on asbestos-cement, and from 30 per cent to 25 per 
cent on unspecified manufactures of asbestos. 


Czechoslovakia: Duty free entry on crude asbestos bound. Duty reduced from 


1,000 crowns to 800 crowns per 100 kilogs. on paper and cardboard of. 


asbestos and on asbestos yarn. Duty reduced from 1,800 crowns to 1,600 
crowns per 100 kilogs. on articles of asbestos. 
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Chile: Duty bound at 75 gold pesos per 100 kilogs. on asbestos fibre and powder. 
Duty bound at 150 gold pesos per 100 kilogs. on packing, brake bands, 
dises, rings, etc. of asbestos. 


Brazil; On crude asbestos duty reduced from 140 cruzeiros per 100 kilogs. to duty 
free entry. On twisted yarns and rope duty reduced from 686 to 480 cruzeiros 
per 100 kilogs. On asbestos sheets and tubes duty reduced from 462 to 320 
eruzeiros per 100 kilogs. On washers, packing and the like duty reduced 
from 924 to 647 cruzeiros per 100 kilogs. On unspecified manufactures duty 
reduced from 1526 to 1068 cruzeiros per 100 kilogs. 3 


Syria and Lebanon: Duty bound at 25 per cent on manufactures of asbestos. 


Laundry Machinery 
United States: Duty reduced from 274 per cent to 15 per cent ad valorem. 
China: Duty bound at 10 per cent ad valorem. 
Cuba: Duty and surtax reduced from 13-68 per cent to 12 per cent ad valorem. 
France: Duty reduced from 20 per cent to 18 per cent. | 
Chile: Duty reduced from 18 to 124 gold pesos per 100 kilogs. 
Syria and Lebanon: Duty reduced from 25 per cent to 1 per cent. 


Automobile Parts 


United States: Duty reduced from 25 per cent to 124 per cent ad valorem. 
China: Duty bound at 10 per cent ad valorem. 

Cuba: Duty and surtax reduced from 18 per cent to 16-8 per cent ad valorem. 
Norway: Duty reduced from 40 per cent to 25 per cent ad valorem, 


Benelux: Duty of 12 per cent on electric starting, signalling, warning and 


ignition apparatus including spark plugs bound. Duty of 6 per cent on 
drive and steering components and parts bound. Duty of 15 per cent on 
chassis frames, bumpers, and wheels bound. Duty on other parts of 
motor cars bound at 6 per cent. Duty on generators reduced from 20 per 
cent to 12 per cent. 


France: 
Pre-Agreement Agreement 
Rate of Duty Rate of Duty 
MrMODC OUT: PATINA) 4 bac. ca schrakisecexiaeys ad val. 70% 30% 
PME HAIBOYGES = He tren als a hw oe be as ad val. - 1% 25% 
DsUOe a rORSate arta aie re Oates vom edt Bite eee ad val. 70% 30% 
Engine parts: 
RL RAPLIMETART SE * raza iho nk Cm ah id 0. Le cae Bs boa REE ad val. 28% 15% 
PIG MANGOES os. ks Pind als eer ened oes ad val. 28% 15% 
Wi eates Saar Bhat id Pee IER So eae ad val. 28% 10% 
MTL TAY yin ok. Sis Gad el ALS DIATE daha de 3 ad val. 28% 20% 
Pat Al) WAST. DUMPS: bx. oeeae sve s Uh Geese ad val. 70% 25% 
Cylinder blocks, crank cases, pistons, crank shafts 
Rit Men iey COLNET Rich ose ae eas eye ©: ad val. 70% 30% 
Starters. atid generators” i... i See es ele ad val. 28% 20% 
Electric. ignition apparatus ........6...6s000s ad val. 28% 25% 
SIEM PREE RS ere fang er anand’. iach ec ate Ae Relies ad val. 50% 25% 
Other parts of ignition apparatus ............ ad val. 28% 20% 
THONG -BYDATHYE yk b's bis Wo ele eo A whee ae ad val. 28% 20% 
Or OES RR ER SE Ug ta i Ne ad val. 28% 20% 
Other signalling apparatus .................. .ad val. 28% 15% 
Windshield wipers and other unspecified electric appa- 
PADI HPs BALNOROGOEIOS 8.5 a5 ons khes canoe bh he oe ad val. 28% 15% 


Czechoslovakia: On spark plugs and starting devices duty reduced from 5,000 
erowns to 2,000 crowns per 100 kilogs. Replacement parts for motor cars 
reduced from 3,800, 4,500 and 3,200 crowns to 3,400, 2,900 and 2,900 crowns 
per 100 kilogs. respectively. 
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Chile: Duty on parts for engines bound at 45 gold pesos per 100 kilogs. On 
unspecified parts of motor cars duty reduced from 120 to 40 gold pesos 
per 100 kilogs. 


Brazil: Duty on chassis parts reduced from 305 and 476 to 154 and 238 cruzeiros 
per 100 kilogs. On body parts the duty is bound at 1,192 cruzeiros per 100 
kilogs. Duties on most other parts bound. 


Syria and Lebanon: Duties on motor car parts bound at 25 per cent. 


Aluminum Products 
United States: 


Pre-Arrangement . Agreement 
Rate of Duty Rate of Duty 


BL SEPUCe s AOLIVIY ony caste Mens os WAN ah oe nn any tee Oe cavacs Sie geiees 3¢ per Ib. 2¢ per Ib. 

In coils, plates, sheets, bars, rods, circles, disks, blanks, strips, 
rectangles, Ald (BQUATES) icon. Sick aude multe aaa eslets eG: 6¢ per lb. 3¢ per lb. 

ei eG ene em rare Oe oe te Vie AM acy ARm ne he ys RK ST ngs ae 3¢ per lb. 14¢ per tb. 


Table, household, kitchen, and hospital utensils, and hollow 
or flat ware, not specially provided for, composed wholly 
OE mMschnick Vater Of. AUMINUM so. Sia tae, wane teie er 4 83¢ per ib. 44¢ per lb. 
plus 40% ad val. plus 20% ad val. 
Articles or wares, not specially provided for, composed 
wholly or in chief value of aluminum...... Mache: aa ene 45% ad val. 223% ad val. 


Norway: Duty free entry bound on aluminum crude, in pigs, granular, blocks 
and bars. 


China: Duty on aluminum ingots, grains and slabs reduced from 74 per cent 
to 5 per cent ad valorem. Duty of 15 per cent on aluminum sheets and 


plates, and duty of 124 per cent on other forms of aluminum bound against 
increase. | 


Benelux: Duty free entry of aluminum in lumps, ingots, plates, cakes, pellets 
and scrap bound. Duty of 15 per cent bound on domestic hollow-waré and 
utensils, and on furniture of aluminum. Duty of 18 per cent on aluminum 
spoons, forks, articles for table use and fancy articles for home or office 
bound. 


Cuba: Duty and surtax on aluminum in bars, plates and wire reduced from 
$6 to $4.80 per 100 kilogs. Duty and surtax on aluminum powder reduced 
from $6 to $3.60 per 100 kilogs. Duty and surtax on unspecified aluminum 
articles bound at 75 cents per kilog. | 


Czechoslovakia: Duty free entry bound on crude aluminum. Duty bound at 
480 crowns per 100 kilogs on aluminum sheets and plates and at 580 crowns 
per 100 kilogs. on aluminum bars, rods and wire. On articles of aluminum 
duty reduced from 12,000 crowns to 7,000 crowns per 100 kilogs. 


Chile: Duty on aluminum in plain bars or sheets bound at 15 gold pesos per 100 
kilogs. 


France: On crude aluminum duty reduced from 35 per cent to 21 per cent, on 
semi-manufactured articles from 30 per cent to 20 per cent, and on unspeci- 
fied manufactures of aluminum from 28 per cent to 20 per cent. 
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Electrical Appliances 
United States: 


Pre-Arrangement Agreement 
Rate of Duty Rate of Duty 


Blectric cooking stoves and range...........ccccccseeucee 174% ad val. * 10% ad val. 
Peer itie (WHEbIng MaChnnes: .35 o.oo he ce eee os Chase: 173% ad val. 174% ad val. 
RaCn CE MOT, Seeds ee Bec at Gee AL LO gi 25% ad val. 174% ad val. 
Other articles (except vacuum cleaners) having as an 

essential feature an electrical element or device........ 25% ad val. 15% ad val. 


Table, household, kitchen, and hospital utensils, not specially 
provided for, containing electrical heating elements as 
constituent parts (except electric flatirons) : 


Composed wholly or in chief value of aluminum...  84¢ per lb. 44¢ per lb. 
plus 40% ad val. plus 20% ad val. 
Composed wholly or in chief value of pewter...... 25% ad val. 124% ad val. 
Composed wholly or in chief value of brass........ 30% ad val. 15% ad val. 
Composed wholly or in chief value of copper...... 30% ad val. 20% ad val. 


minum, brass, copper and pewter.............. 40% ad val. 20% ad val. 


China: Duty bound at 25 per cent ad valorem on electric cookers, fans, flash- 
lights, irons, lampware, radiators, toasters, and other similar electric 
appliances. 


Norway: On electric refrigerators the duty was reduced from 30 per cent to 
10 per cent. 


Benelux: Duty of 12 per cent on electric refrigerators bound. Duty of 10 per 
cent on electrical appliances in general bound. 


Czechoslovakia: Duty on electric refrigerators reduced from 2,200 crowns to 
1,700 crowns per 100 kilogs. 


Chile: Duty on refrigerators reduced from 100 to 50 gold pesos per 100 kilogs. 


France: The duty of 25 per cent applicable to most electrical appliances was 
reduced to 18 per cent on stoves, toasters, fans, washing and miscellaneous 
machines; to 15 per cent on electric razors and refrigerators, and to 22 per 
cent on vacuum cleaners. 
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MINUTES OF PROCEEDINGS 


Tue Spnatr, Room 262, 
THurspay, May 27, 1948. 


The Standing Committee on Banking and Commerce met this day at 10.30 
o'clock a.m. The Vice-Chairman, Mr. G.-Edouard Rinfret, presided. 


Members present: Messrs. Blackmore, Dechene, Dionne (Beauce), Flem- 
ing, Harris (Danforth), Hazen, Isnor, Jackman, J aenicke, MacNaught, Marquis, 
Mayhew, Michaud, Nixon, Probe, Rinfret, Ross (Souris), Timmins. 

In attendance: Mr. R. W. Warwick, Superintendent, Mr. H. A. Urquhart, 
of the Department of Insurance; Mr. T. D. Leonard, K.C., of Canada Per- 
manent Mortgage Corporation; Mr. L. G. Goodenough, representing Dominion 
Mortgage and Investment Association and Mr. J. E. Fortin, Secretary-Treasurer 
of the Association;. Mr. R. P. Baker, of Huron and Erie Mortgage Corporation; 
Mr. G. Morrow, of Central Canada Loan and Savings Company. 


The Committee considered Bill No. 220 (Letter F of the Senate), An Act 
to amend the Loan Companies Act. : 


Mr. R. W. Warwick, Superintendent of Insurance and Mr. L. G. Good- 
enough, of Dominion Mortgage and Investment Association were called. The 


witnesses were questioned on the various clauses of the said Bill. 
Clauses 1 to 8 inclusive were adopted unanimously. 
At this stage Mr. Jaenicke moved that a new clause be added to the Bill: — 


The Loan Companies Act, Chapter 28, of the revised Statutes of Canada 
1927 and amendments thereto is amended by inserting the following section 
between Sections 25 and 26 of the said Act:— 


25a. (1) Any member of a company who complains that the affairs 
of the company are being conducted not with a view to the interest of the 
whole body of members, but in a manner oppressive to some part of 
them (including himself), may make an application to the court by 
petition for an order under this section. 

(2) If on any such petition the court is of opinion ) 
(a) that the company’s affairs are being conducted as aforesaid ;. and 
(b) that to wind up the company would unfairly prejudice that part 

of the members, but otherwise the facts would justify the making 

of a winding up order on the ground that it was just and equitable 

that the company should be wound up; 
the court may, with a view to bringing to an end the matters complained 
of, make such order as it thinks fit, whether for regulating the conduct 
of the company’s affairs in future, or for the purchase of the petitioner’s 
shares by other members of the company, or for the surrender and can- 
cellation of the petitioner’s shares and the reduction accordingly of the 
company’s capital, or otherwise. 

(3) Where an order under this section makes any alteration in or 
addition to any company’s memorandum or articles, then notwithstanding 
anything in the principal Act but subject to the provisions of the order 
the company concerned shall not have power without the leave of the 
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court to make any further alteration in or addition to the memorandum — 


or articles inconsistent with the provisions of the order; but, subject to 
the foregoing provisions of this subsection, the alterations or additions 
made by the order shall be of the same effect as if duly made by resolu- 
tion of the company and the principal Act shall apply to the memorandum 
or articles as so altered or added to accordingly. : 

(4) Any order under this section altering or adding to, or giving 
leave to alter or add to, a company’s memorandum or articles shall, 
within fourteen days after the making thereof, be delivered by the com- 
pany to the Superintendent of Insurance for registration. 

(5) The term “court” mentioned in this section shall mean the 
court as defined in the Companies Act in Chapter 27 of the revised 
Statutes of Canada 1927. | : 


After some discussion thereon the amendment by Mr. Jaenicke was allowed | 


to stand. 


It was agreed to revert to Clause 7 of the Bill, whereupon, on motion of 
Mr. Isnor, it was unanimously 


Resolved 


That the following new clause be added to Bill No. 220, immediately after 
Clause 7 thereof, viz.: 


7A. Subsections (1) and (2) of Section 22 of the said Act are repealed and 


the following substituted therefor: 


“9 (1) The Directors may by By-law provide for the appointment of a 
Chairman of the Board who shall preside at all meetings of the Board of 
Directors. 


(2) If the Chairman of the Board is absent, the President, or in his absence, 
a Vice-President, or in the absence of both the President and the Vice-President, 
a Chairman selected by the Directors present shall preside at such Meetings.” 


Clause 9 of the Bill was adopted. 


At this stage, Mr. Jaenicke moved further amendments to the Bill as 


follows: " 


1. That subsection 4 of Section 30 of the said Act be amended by inserting 
between the words “thereof” and “be” in the fourth line of the said subsection 
the following words: “Subject to the consent of the Minister.” 

2. By further amending the said Section 30 by adding thereto subparagraph 
9 as follows:— 

9. The foregoing provisions contained in subsections 1 to 8 hereof 
shall not take effect until the Minister has given his consent thereto in 
accordance with the following provisions:— 

(a) After the company has complied with the provisions of subsections 

1, 2, 3, and 4 hereof, the directors shall give notice to the Superin- 

tendent of Insurance of the shares to be forfeited stating the name 

and address of the shareholder, the amount of shares alloted to him, 
the dates and amounts of the calls made thereon, and the amount paid 
thereon; 


— 
o 
— 


with such other facts pertaining to the company, to the minister; 


The Superintendent of Insurance shall submit such report, together 


ye 
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as 
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(c) The Minister may cause such inquiries to be made as he deems 

. advisable and just, and he may give his refusal or consent to such 
forfeiture, and if the company is not indebted to the public, may 
order the company to issue a fully paid up share or shares to the 
shareholder in default, for such amount, not exceeding the amount 
actually paid thereon, as to him may seem just and proper. 


After further debate thereon, the said amendments were allowed to stand. 
Clauses 10 and 11 of the Bill were adopted. 


On Clause 12 of the Bill, Mr. Jaenicke moved in amendment thereto that 
the words “and of any judgment creditor of a shareholder’, in lines 41 and 42 
of page 5 of the Bill, be stricken out. 


After discussion and the question having been put on the amendment by 
Mr. Jaenicke, it was resolved in the negative on the following division: Yeas, 2; 
Nays, 6. 

Clause 12 was adopted without amendment. 


Clauses 13 to 24 inclusive were adopted. 
The preamble and title stood over. 


Mr. Warwick informed the Committee, through the Vice-Chairman, that 
a few days would be required to study the amendments proposed by Mr. Jaenicke 
and which were allowed to stand. | . 


At 12.15 o’clock p.m., on motion of Mr. Marquis, the Committee adjourned 
to meet again at 10.30 o’clock a.m., Tuesday, June Ist, 1948. 


ANTOINE CHASSE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or Commons, 
May 27, 1948. 


The Standing Committee on Banking and Commerce met this day at 10.30 
o'clock am. The Vice-Chairman, Mr. E. Rinfret, presided. 

The Vice-CuairMan: The order of the day, gentlemen, is an Act to amend 
the Loan Companies Act. Section 1, annual general meeting. Shall section 1 
carry? 

Carried. 

Section 2, application of Act. 


Mr. JAENICKE: The superintendent of insurance is here. Will he tell us what 
the companies clauses of part 3 of the Companies Act say? I should have 
looked it up myself. 


R. W. Warwick, Superintendent of Insurance, called. 


The Wrirness: Mr. Chairman and members of the committee: Part III of 
the Companies Act relates to the companies clauses, and sections 144 to 198 
have to do with internal regulations of the company, directors and their powers, 
bylaws, capital stock and calls thereon, books of the company, shareholders’ 


liability, trusts, and such like matters which are now incorporated in the Loan 


Companies Act. 


By Mr. Jaenicke: 3 

@. Why should they not apply to this? What is the reason?—A. The pur- 
pose of the amendment in section 2 of the bill is to make all sections of this Act 
applicable to all companies irrespective of the dates of incorporation. At the 
present time we have five loan companies only, some of which were incorporated 
prior to the passing of the 1914 Act. All provisions of the Act were not then 
applicable to those companies incorporated prior to that date. Some were 
subject to the provisions of the Companies Clauses, and so on. The purpose of 
the amendment is to make all companies, irrespective of the date of incorpora- 
tion, subject to all provisions of this Act. 

Q. The companies clauses in the Companies Act which are cancelled by 
this amendment are incorporated in this bill?—A. In the Loan Companies Act. 


By Mr. Hazen: 

Q. Did I understand you to say there were five companies?—A. There are 
only five loan companies at present subject to departmental supervision. 

Q. That were incorporated by special Act?—A. All incorporated by special 
Act. 

Q. Have those companies been notified that this bill is up?—A. The asso- 
ciation has, representing the companies. The bill itself has been discussed with 
the association by the department on several occasions, and both parties are in 
full agreement as to the terms. 

Q. What is the name of the association?—A. The Dominion Mortgage and 
Investments. Association, and their representatives are here today. 
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The Vicu-CuHairMAN: There are three representatives here. The Trust 
Companies Association of Ontario is represented. 

Mr. Hazen: Are they here for the purpose of being heard or to merely 
follow the bill? 

The Vice-CuairMAN: I think they are here for the purpose of being heard. 
There is also the Central Canada Loan and Savings Company which 1s repre+ 
sented by Mr. Morrow, and the Canada Permanent Mortgage Corporation is 
represented by Mr. Leonard. 


_ Mr. Isnor: Why not hear them first?. Then we will be in a position to 
decide more intelligently. 
The Vice-Cuairman: Are you finished with Mr. Warwick for the moment? 
Mr. JAmNICKE: I am through with section 2, yes. 


By the Vice-Chairman: 

Q. Have you any general remarks you would like to make on the bill?— 
A. Mr. Chairman, and members of the committee: I was going to say this bill 
to amend the Loan Companies Act follows along the general lines of the— 

Mr. Isnor: I hesitate to interrupt the witness, but I think it would be helpful 
to find out first as to whether they are agreeable to this. 

The Vice-Cuatrman: My purpose in asking Mr. Warwick that question was 
so that he might explain the general purpose of the Act first, and if there are any — 
objections we will hear them right afterwards. 

The Wrrness: This bill to amend the Loan Companies Act follows along the 
general lines of the bill passed in 1947 to amend the Trust Companies Act and, 
as I have said before, has been discussed on several occasions with members of 
the Dominion Mortgage and Investments Association, and the department and 
the association are in agreement on its terms. 


By Mr. Jackman: 

Q. I wonder if it would be helpful to the committee if you would mention 
to us just what the loan companies do now that the trust companies do not do. 
Did I understand you to say there are only five loan companies?—A. There are 
only five dominion loan companies at the present time, all incorporated’ by 
special Act. 

Q. There are a number of provincial loan companies?—A. They do not come 
under the Department of Insurance. 

Q. There are certain provincial loan companies?—A. Yes. 

Q. Would you tell the committee in a general way what the loan companies 
do and perhaps differentiate them from the activities of the trust companies ?—A. 
Under the definition of the oan Companies Act you will note the business of 
a loan company is to lend money under security of mortgage. They are lending 
companies; that is their principal business. 

Q. And they accept deposits and issue— —A. And issue debentures, that is 
right, whereas the trust companies in addition to those powers handle trusts and 
administer estates, and so on, a general trust company business. By the 
definition the principal business of loan companies is lending money on security 
of mortgages. 


By Mr. Isnor: 
Q. Are they confined to that particular field?—-A. Their powers are set out, 
yes. | 
Q. In other words, a loan company is more restricted in its activities than 
a trust company; is that right?—A. I would not say that, I would say the other 
way—a loan company, yes, that is right. They cannot do all the business a 
trust company can do. 
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Q. That is what I want to know.—A. I was going to say that the bill, 
having been discussed with the association, I might refer here to four or five 
of the principal amendments. We have already considered section 2 of the bill 
which is for the purpose of bringing all companies, irrespective of the date of 
incorporation, under the provisions of the Act. 

Section 13 of the bill enlarges the investment powers given under section 61 
of the Act to permit them to purchase common stocks of no par value. The 
Canadian insurance companies have had that power since 1924, and the trust 
companies were given the same right last year. In addition the same section 
also limits the investments of a loan company in common stocks to 15 per cent 
of the value of its company funds. The same division applies to insurance com- 
panies and also to the trust. companies. 


By Mr. Hazen: 

. That is section 13?—A. Section 13 of the bill. Then, about the only other 
provision of importance is section 17. This enlarges the borrowing powers of the 
companies both by way of deposits and also issue of debentures. As the Act now 
stands the company may by bylaw in the manner set out in the Act increase 
those powers to six times the paid capital and reserve. The bill would permit 
an increase in that to ten times the paid capital and reserve. Similiar action 
was taken last year for the trust companies. I think, Mr. Chairman, any other 
sections can be discussed as they come up. 

The Vicn-CHatrMan: Mr. Leonard, representing the Canada Permanent 
Mortgage Corporation, is here. 

Mr. Leonarp: Mr. Goodenough is representing the whole association. Perhaps 
he might speak for all companies. 


L. G. Goodenough, Dominion Mortgage and Investments Association, 


called. 


The Witness: Mr. Chairman and members of the committee: I am repre- 
senting the Dominion Mortgage and Investments Association. I should like to 
correct a statement that was made earlier. The association does not represent 
the five dominion loan companies but three of them only, the Canada Permanent 
Mortgage Corporation with head office in Toronto, the Huron and Erie Mortgage 
Corporation with head office in London, Ontario, and the Central Canada Savings 
and Loan Company with head office in Toronto. The other two companies which 
we do not represent are the Eastern Canada Savings and Loan Company with 
head office in Halifax and the International Loan Company with head office 
in Winnipeg. 


By Mr. Isnor: 
Q. Why do you not represent them?—A. They are just not members of our 
association. 


By Mr. Marquis: 
Q. They are the same kind of companies?—-A. The same kind of companies 
precisely. . 
Q. They have the same interests?—-A. Yes. 


By Mr. Jaenicke: 
@. Would you class the International Loan Company with the other com- 
panies?—A. I am not familiar with the operations of that comp.any; I have 
no details about it at all, but that company was incorporated in 1920, and for 
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that reason is in a different category from the other companies which were — r 


incorporated prior to 1914, and are therefore governed in part by the present. 
Loan Companies Act, and in part by their special Acts and in part by Part Ill 
of the Companies Act. As Mr. Warwick has stated last year the Trust Com- 
panies Act was amended for the purpose of tidying up a number of sections, 


and for the purpose of making the Act applicable to all dominion incorporated 


trust companies. At the suggestion of Mr. G. D. Finlayson, who was then super- 
intendent of insurance, it was thought advisable to amend the Loan Companies 
Act. It was suggested by Mr. Finlayson that perhaps it would be well this 
year to amend the Loan Companies Act for the same reasons, first to remove 
a number of provisions which had become obsolete since the Act was first 
enacted in 1914, and secondly for the purpose of facilitating administration, 
and to bring about uniformity in the-laws governing dominion incorporated 
companies to make the Act applicable to all dominion incorporated companies 


regardless of what might be stated in their special Acts of incorporation. Most 


of the amendments that are in the bill before you today deal with more or less 
routine company procedural matters such as the keeping of books, the transfer 
of stock, the appointment of directors and an executive committee, in line with 
similar corresponding provisions in the general Companies Act, the Canadian 
and British Insurance Companies Act, and the Trust Companies Act. - 


Q. Does the executive committee also exist under those other Acts?— 


A. Yes. The same provision will be found in the Trust Companies Act and 
in the general Companies Act from which this provision is taken. I should also 
like to say that there are with me today the following gentlemen who will be glad 
to endeavour to answer any questions for the members of the committee, Mr. 
J. E. Fortin, Secretary-Treasurer of the Dominion Mortgage and Investments 
Association; Mr. T. D. Leonard, who has been mentioned, is the President of the 
association and represents also the Canada Permanent Mortgage Corporation; 
Mr. R. P. Baker of the Huron and Erie Mortgage Corporation, and Mr. Morrow, 
representing the Central Canada Loan and Savings Company. 

Mr. Warwick has mentioned there is one extension of the powers provided 
for in this bill, and that is the right of the companies to invest within certain 
limits in no par common stock. There were a number of other changes in 
respect of investment powers which the companies would like to have had -con- 
sidered, but they are still under discussion and consideration by the department, 
and we would like to have an opportunity on another occasion, perhaps next: 
year, to bring those before the committee for consideration. 


By Mr. Michaud: 

Q. Before proceeding any further I should like to know who sponsors this 
bill? Is it the association?—A. As I mentioned the suggestion came from the 
department that the Act be revised. There has not been a revision of this 
Act since 1914. We support it. 

Q. Are you the sponsor? -Did you introduce it in the Senate?——-A. No, we 
did not. 

The VicE-CHAIRMAN: It is a government bill. 

Mr. Micuavup: That is what I want to know. 


By Mr. Marquis: 
@. You have no particular objection against the bill?—A. We have no 
objection. 
Q. You are in favour of it?—A. We have no objection to any of the pro- 
visions in the bill, and have been discussing them for several months with the 
department and are in agreement. 
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Q. And all the representatives to whom you referred a minute ago are in 
favour of the bill, too?—A. Yes, sir. 


By Mr. Isnor: 
Q. No objection whatsoever?—A. No, there is no objection. 
Mr. Marquis: It is only to convince us— 
Mr. Micuavup: That the government is doing a good job. 


By Mr. Jaenicke: 


Q. What is the subscribed capital of each of the companies you represent, 
how many shareholders?—A: In respect to the Canada Permanent Mortgage | 
Corporation the authorized capital is $20,000,000, and subscribed $7,000,000. 

Q. That is the Canada Permanent?—A. Yes, and the same amount paid up. 
For the Central Canada Loan and Savings Company the authorized capital is 
$5,000,000 and subscribed and paid up $2,500,000. For the Eastern Canada 
Savings and Loan Company the authorized capital is $1,000,000. 


Q. I think that has been increased—Eastern Trust, did you say?— 
A. Eastern Canuada. The trust companies are not interested in this—the Eastern 
Canada Savings and Loan. I take these figures from the report of the Super- 
intendent of Insurance. Their authorized capital is $1,000,000; their subscribed 
and paid-up capital of $750,000. 

Mr. Isnor: That is right. 

Mr. Marquis: The authorized capital of the three companies totals 
$26 ,000.000? | 


The Wirness: Yes, sir. 
F By Mr. Jaenicke: 


} 
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i 

4 Q. What is the number of shareholders?—A. The Huron and Erie Mortgage 
: Corporation; their authorized capital is $10,000,000; the subscribed capital is- 
7 


3 
P 
4 
: By Mr. Isnor: 
. 
; 
J 
4 
5 


$9,000,000; and their paid-up capital is $5,000,000. The International Loan: 
their authorized capital is $20,000,000 ; their subscribed capital is $785,800. I 
am sorry, that is changed. Now their subscribed capital in that International 
: Loan is $1,942,200; and the paid-up capital in that company is $970,000. 
’ Q. I was only asking you about your company?—A. I am sorry. | 
‘ @. Can you tell me the shareholders in your company, can you tell me 
the number of shareholders?—A. Yes. 
: Mr. Leonarp: I think I can answer that question for you. The Canada 
Permanent Mortgage Corporation—I have not the figures—but it runs into 
—_ thousands. 
; Mr. Jamnioxn: I know. There are only two companies who have a large 
; number of shareholders, and those are the Canada Permanent Mortgage Cor- 
poration and the International. 
Mr. Baxrr: It is roughly 1,800 shareholders in the case of the Canada 
: Permanent Mortgage Corporation. 
> Mr. Trumins: Could we ask Mr. Goodenough to refer to the section which 
has to do with the extension of powers. I think it is clause 13. 
The Vice-CHaAirRMAN: Can we get at it now, or when we come to it? 
The Witness: That is section 13. 


By Mr. Timmins: 
Q. Would you care to make a comment on that at this time, and we can 
deal with it specifically when we come to it, as the chairman suggests. Is this 
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something which was asked for by the companies, or is it something suggested 
‘by the department, or how does it arrive?—A. It was something asked for by 
the companies and in regard to the changes which have taken place in the last 
twenty Ma in the method of financing companies. Twenty years ago the 
common method: was to issue stock of par value. But since that time it has 
become more popular to finance companies by issuing stock of no par value, 
that is, common stock; and there are a great many sound companies which 
have issued no par stock; and no such stock has been denied, so far as invest- 
ment is concerned, by loan companies concerned. | : 


I think the insurance companies have been permitted to invest in such stock 
since 1924, and, similarly, the Ontario incorporated companies have the right 
to invest in such stock and last year the trust companies were given that right. 

Q. Is there a specific statutory provision prohibiting loan companies from 
investing in no par value stock at the present time?—A. There is no specific 
prohibition, but the absence of the authority. to do so in the Act deprives them 
_ of that right, because there is a specific provision that they may invest.1n par 
value stocks paying certain dividends which are a percentage of the par value. 
Therefore, there is no basis upon which to judge the eligibility of the no-par 
value common stock. 3 


By Mr. Isnor: 
Q. It is definite as to what type of investment you can make?—A. Yes, sir. 
Q. And for that reason you are not permitted to invest in no-par value 
stock?_A. Yes; there is no yard-stick provided. 


By Mr. Jaemcke: 

Q. Have you been carrying on business by way of an executive committee 
of the board of directors?—A. I do not know of a company having an executive 
committee at the present time. It is felt that in order to facilitate the handling 
of day-to-day routine business, that a committee of the board of directors 
might well look after such matters; and more important matters, of course, are 
reserved, in the provisions of the bill, for consideration by the full board of 
directors. 

Q. In any of your three companies, the three companies in which you are 
interested, have they made any investments not authorized Iby the Act as it 
now stands, but which will now be ratified?—A. No. All the investments which 
have been made up to the present time are authorized investments, either under 
the present Companies Act or under existing laws. In other words, they are 
all legal investments. 


Q. You have seen the provisions of the bill whereby any investment made 
prior to the 31st of December, 1947, is validated, and it does not validate any 
investment prior to that date which does not comply with the present amend- 
ment?—_A. A number of these provisions are not applicable to some companies 
incorporated by special act. They, perhaps, have the appropriate powers under 
their present governing legislation, but they are prepared to place themselves 
under the restrictions which are now imposed. The date which is in there was 
put in so that the companies would be on notice, at that time, that there may 
be a change. 


Therefore, any investments which they made, which were not authorized by 
the proposed amendment in the bill, would be unauthorized, and they would 
have to dipose of them. | 

Q. Which of your companies issues debentures? Which of your three 
companies?—A. The two companies, The Canada Permanent Mortgage and 
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the Huron and Erie. The other company has no outstanding liabilities by way 
of debentures or deposits. | 
~Q. What are the debentures of the Canada Permanent Mortgage Company? 
Mr. Leonarp: They are, roughly, $30,000,000. 


The Wirness: The figure for the Canada Permanent Mortgage Company 
is now $31,000,000, and for the Huron and Erie Company, $18,900,000. 


By Mr. Jaenicke: 


(. You say the extended powers would be, for instance, the power to invest 
in no-par value stock, but that power existed under the private acts of the 
companies before this amendment.—A. No, they do not have that power, under 
any of their acts at the moment, the Dominion Incorporated Loan Companies. 

(). Have your companies invested to a great extent in common stock of 
no-par value?—A. They have no investments, in no-par value stock at the 
moment because they are unauthorized. 

@. In any other stock of par value?—A. Yes; they have considerable 
investment in par value stock; I do not know what the figures. are. 

@. Are they mostly in Canadian companies?—A. They are required to be 
in Canadian companies under the Act. 

Mr. Trmmins: Is there a limitation in respect to the proportion of the 
moneys which you may invest in common stocks? 


The Witness: There is an overall limitation provided for in this bill 
of 15 per cent of the company’s total funds. 


By Mr. Timmins: 

Q. Has there been that limitation in the past?—A. Not that limitation, 
no sir. 

@. Does that limitation cover both par-value stock and no-par value 
stock?—-A. It covers all common stock. 

@. It is all inclusive. Would there be anything to stop a loan company 
from investing so much money in common stock of an industrial corporation, 
and then upon finding that the company was not making a success, that they 
would have to make a further investment until they really controlled the 
company: would there be any limitation upon that?—A. There is a 30 per cent 
limitation in that respect; that is, the company is not permitted to hold more 
than 30 per cent of all stock. 

Q. Of the total issued stock of any one company?—A. So it is not possible 
for a company to obtain control. 

Q. Is that’ new?—A. No, that has always been in the Act. 

Mr. Timmins: It has always been in the Act. 

Mr. JAmNicKE: Perhaps I might ask Mr. Warwick with regard to the 
investment powers in no-par value stock. 

I suppose representations have been made to the Department of Insurance 
in regard to insurance companies and in regard to loan companies, to extend 
those powers to no-par value stocks; and if that is so, would you give the 
present opinion. 

Mr. Warwick: No. The insurance companies have the power at the 
present time to invest in no-par value common stock in respect to which 
dividends of $4 per share have been paid for at least seven years. 

Mr. JAcKMAN: Have they made representations to extend that, because 
many stocks are sold or issued at comparatively low prices because it is more 
popular to sell them that way. A dividend of $4 per share means that a stock 
will sell for anywhere between $50 and $100. So, have there been representations 
made to change that provision of the Insurance Act? 
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Mr. Warwick: No. All I can say is that the question of the amendment 
. of the insurance companies investment powers is one which we think will come — 
up. It is under consideration and we think there may be a revision; but there 
has been no request from any individual company. 

Mr. JackMaN: It is not then the desire of the department, or of the 
gentlemen who are here, to testify or go into that question. 


Mr. Warwick: No. 
The ee Camus Now, gentlemen. 


By Mr. Jaencke: 

Q. Before this witness leaves the stand, I would like to ask him about 
section 12 of the Act. — 

Did you have anything to do with, or did you make any representations 
to amend this section so that a judgment creditor of a shareholder shall have the 
right to inspect the books? 

Q. A judgment creditor of a _ shareholder shall have the right to inspect the 
books. What is the idea, if you know?—A. The section, as it appears in the 
bill, corresponds to the corresponding section in the Companies Act and all the 
other Dominion Companies Acts. We did not make any representations. The 
section was put in in that way and it was merely for the purpose of uniformity. 
We have no views on it one way or another. 

Q. I would think your views would be the other way; that you would not 
want a judgment creditor of your shareholders, whom you are supposed to 
protect, inspecting the books. Anyway, you made no representation. 

Mr. JaenicKke: Mr. Warwick, what was the reason for putting this in? 

Mr. Warwick: Sections 10, 11 and 12 are brought in. That includes the 
section to which you refer, and it was brought in to bring the Loan Companies 
Act into substantial uniformity with the Companies Act itself, and the Trust 
Companies Act as amended last year. 

Mr. JAmnickre: Now, if it is wrong for the other two, it does not make it 
right here. 

Mr. Isnor: It is questionable whether it 1s wrong. 

Mr. JAENICKE: Well, I would be against that. If we have to amend the 
other two Acts, then let us amend them. 443 

The Vick-CHAIRMAN: Are there any other questions? Do you wish to ask 
Mr. Goodenough any other questions? Are there any questions you would like 
to ask Mr. Lennard who represents the Canada Permanent Mortgage Company, 
or Mr. Morrow, who represents the Canada Permanent Loan Savings Company, 
or any questions you would like to ask Mr. Baker? 

No questions. 

Mr. JAENIcKE: The amendment will come up last, I suppose. 

The Vick-CHAIRMAN: I was looking at that a minute ago; I think it should 
come between sections 8 and 9. 

Mr. JAENicKeE: I have no objection really to the amendment, but I would 
think that they would grant you great powers. The International Loan Company 
is a company of which I have a great deal of knowledge which I would like to 
put before the committee. 

Mr. Timmins: Shall we proceed then, clause by ae, 

The Vice-CuHatrMan: I was thinking that the proper place would be between 
sections 8 and 9, because it is an amendment to article XXV (a), and I think 
that would be the proper place. 

Mr. Isnor: Section 1 is carried. 

The Vice-CHAIRMAN: Section 1 is carried. 
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Is section 2 carried? 

Carried. 

Section 3? 

Mr. Hazen: Just a minute. I just want an explanation of the words in the 
_ margin. It says that the change in this section is verbal. What do you mean by 
a verbal change? I am puzzled by these words. | 

Mr. Warwick: The Act reads now, one thousand nine hundred and fourteen. 

Mr. Hazen: And you want to change it to read: nineteen hundred; you 
want to change one thousand nine hundred to read nineteen hundred. 

Mr. Warwick: That is right. 

The Vice-CHAIRMAN: Carried. 

Section 4: 

“Election of directors”. ‘Auditors.” 

Carried. 

Section 5: 

“Number of directors.” 

Carried, 

Section 6: , 
“Qualifications of directors.” 

Carried. 

Mr. Hazen: What change has been made to section 6? 

Mr. Warwick: Section 6 is necessary to the change indicated under section 9, 
where the company, may, by by-law, reduce the par value of its shares from 
$100 to $10 or any multiple thereof. Therefore, in order to retain in section 18 
of the Act, the minimum requirement of $2,500 which there now is, of one 
hundred par value shares, the section has to be changed. They have to change 

the section to dollars. 

Mr. Isnor: There is no change in spirit however. 

Mr. Warwick: No change in substance. 

Mr. Isnor: Carried? 

Mr. JACKMAN: With respect to the splitting of shares of no-par value, it 
says: into $10 or any multiple thereof not exceeding $100. But a company 
might wish to reduce its par-value to $35, four-to-one; so why not say: shares of 
$10 each, or of a greater amount but not exceeding $100? 

It may not be of any particular importance, but many companies do like 
to make an even division such as four-to-one rather than ten-to-one, or some 
other multiple of ten. So I think it would be more practicable if you said: 
greater instead of a multiple. 

The Vick-CHaiRMAN: We are on section 6 now. You are going too fast. 
Is section 6 carried? 


Carried. 

Section 7, “Executive Committee”. 

Carried. 

Section 8, “Branch offices and local advisory boards.” 
Carried. 


At this point if you would refer to the report of the Banking and Commerce 
Committee under the date of May 13, 1948, you will see that Mr. Jaenicke 
suggested an amendment which should be incorporated at this point in the bill. 

Do you care to explain your amendment at this time, Mr. Jaenicke? 

Mr. JAmBNIcKE: Yes, Mr. Chairman. I have a big file here in connection 
with the International Loan Company of Winnipeg. This company has quite 
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a number of shareholders. They were first incorporated under the provincial 
law in Manitoba, and I think they received a Dominion charter in 1920. 

Then they proceeded to go out into the country to the farmers mostly, in 
the early ’20’s, to sell shares, telling them that they were a good investment 
and that they would have a nice income. 


The shares were $100, but they charged $120 for them, because there was ~ 


a $20 premium. A further arrangement was that they would not have to pay 
‘all at once for their shares, but would pay fifty per cent on them as they were 
called up and that would be all they were forced to pay, and the balance would 
be accumulated by means of dividends which would be paid. 

You can imagine what happened in the ’30’s, during the years of depression 
and crop failure. Calls were made but they did not collect any money, or at 
least very little. At any event, I think at one time they had a subscription of 
over $5,000,000; and I think their capitalization is $20,000,000. 


Then they started to forfeit shares and at the present time I think what 


has been paid on the capital is around $1,000,000, yet 33 per cent of that repre- 
sents money paid by the shareholders whose shares have been forfeited. 

I have a list of the shareholders here and also a list of the shares forfeited. 

There is a case here of an estate in Manitoba which had taken out $12,000 
of shares upon which they had paid over $5,000; yet the shares were cancelled 
and forfeited. 

And again I know of two cases of two old men in my vicinity. They held 
a lot of shares in the district from which I come in Saskatchewan, and they sold 
all over Manitoba. I am sorry that Mr. Ross is not here now because I think 
he would be interested in this too. 
| The two cases I have in mind are of two old men. One paid over $1,800, 
and the other paid over $1,600, I think, on a $5,000 subscription; yet their 
shares have been forfeited. 

Another thing is that the two gentlemen who apparently managed this 
company, Dr. Argue and Mr. Dick—who are in the real estate and insurance 
business in Winnipeg—they manage this company—and the company has only 
one stenographer—and they have a thirty year contract made by the directors 
with these two managers; and they get paid so much for investing the money 
and so much for collecting the money. It is a sure thing, so far as they are con- 
cerned. Whether or not interest rates are high or low they get their money. 

Then I know of a case of an old gentleman in Winnipeg, an old civil servant, 
who was a shareholder, who had interested himself very greatly in this thing. 
I think the file of the Superintendent of Insurance will show the representations 
which he made; yet those two gentlemen hold proxies over twenty years old, and 
they, of course, control the general meeting of the shareholders and they do as 
they please. 

The first amendment I made is taken out of the British Companies Act: 
It was amended last year. The words in the section are verbatim as taken 
out of the British Companies Act whereby :— 

Any member of a company who complains that the affairs of the 
company are being conducted not with a view to the interests of the 
whole body of members, but in a manner oppressive to some part of them 
(including himself), may make an application to the court by petition 
for an order under this section. : 

So that the court may make a decision and where the order makes any 
alteration— 

Where an order under this section makes any alteration in or 
addition to any company’s memorandum or articles, then notwithstanding 
anything in the principal Act but subject to the provisions of the order, 
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the company concerned shall not have power without the leave of the 
court to make any further alteration in or addition to the memorandum 
or articles inconsistent with the provisions of the order; but, subject to 
the foregoing provisions of this subsection, the alterations or additions 
made by the order shall be of the same effect as if duly made by 
resolution of the company and the principle of the Act shall apply to 
the memorandum or articles as so altered or added to accordingly. 

Any order under this section altering or adding to, or giving leave 
to alter or add to, the company’s memorandum or articles shall, within 
fourteen days after the making thereof, be delivered by the company 
to the Superintendent of Insurance for registration. The term “court” 
mentioned in this section shall mean the court as defined in the Com- 
panies Act, chapter XXVII of the Revised Statutes of Canada, 1927. 


In other words, the court shall have the power to control the company 
which includes the power to wind up the company; and in view of the experience 
of that company, I think the amendment ought to be adopted. 

I may say that I do not think the other loan companies, for instance, 
the Canada Permanent, of which company I have some knowledge, needs to 
worry about a section such as this. It is an old reliable company, and my 
amendment is not proposed to affect them in any way. RS 


Later on I shall have another amendment to the section dealing with 
forfeitures. 


Mr. Marquis: For my information, do you not think there is a danger 
there? If a shareholder or anybody can come to the court, he may overrule the 
decisions of the shareholders who may decide their own matters in a general 
meeting. 


Mr. JArnrtcKE: I do not know, I think we should leave the decision to the 
courts. 


Mr. Marquis: But do you not think that many petitions could be made to 
the court in order to prevent a company from operating and the shareholders 
would not have the right to decide their own business. It is for my informa- 
tion that I ask the question because I have not studied your amendment. 


Mr. JAENIcKE: The shareholders of this company who are interested in 
the matter desire that it be wound up and the assets turned over to the cus- 
todian and the money turned over to the shareholders. I have one of the financial 
statements and it shows the company is making very little headway and paying 
very few dividends. 

Mr. Micwaup: If your amendments were adopted would it mean that it 
would be possible for these shareholders whose shares have already been for- 
feited to apply for relief to the court? 


Mr. JAENICKE: No. 


Mr. Micuavup: It would only provide relief for those who, i nthe future, 
would suffer at the hands of unscrupulous people. 


Mr. JAmNICKE: The shares which have been forfeited are forfeited and I 
am not trying to open that matter. 


__ Mr. Isnor: I am rather interested in a form of proxy which would be in 
existence for thirty years. Have you a copy? 

Mr. JAENICKE: No. 

Mr. Isnor: That is not the usual form of proxy. 


Mr. JAENICKE: Apparently it is the sort of proxy this company used. Mr. 
Batho whom I mentioned before has prepared a little booklet. By the way, the 
gentleman died last January very much to my regret. Mr. Batho says:— 
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Today, for all practical purposes, this company is tied hand and foot 
by Messrs. Argue, and Dick through the use of proxies. Proxies are com- 
monly used in company business, and their use seems to be quite 
necessary. But in every other company, or practically every other com- 
pany, the proxies sought are for one meeting only; and the need for these 
is to facilitate the doing of business in the event of a small attendance at 
that meeting. But Dr. Argue and Mr. Dick use continuing proxies, the 
most vicious proxy yet devised, to continue their stranglehold upon the 
control of the company. The reports of recent annual meetings tell us that 
the possession of proxies was announced as follows:— 

Proxies represented 
19444250 shares (one share, one vote) 
19454583 shares (one share, one vote) 
1946—5,768 shares (one share, one vote) 

Ever since this company began Dr. Argue has assiduously gathered 
proxies day in and day out. At first these proxies were all for himself; 
then later they are made to be used by either Argue or Dick. A number 
of these proxies are about 20 years old; 


Mr. Isnor: They have never been revoked. 

Mr. JazntcKe: No, they have not been revoked. 

Mr. Isnor: They could have been revoked. 

Mr. Mareuts: I do not know whether the drafting of this section is proper 
but I feel that it should be a good thing to have the courts protect the members 
of such companies against some abuses that may exist. ; 

Mr. Jaentcxu: If the committee is favourable toward my idea perhaps 
we could let the clause stand and I could take it up with Dr. Ollivier. He would 
assist me in preparing something more understandable. 


Mr. Marouis: I was not actually criticizing the drafting of the section 
because I have not had an opportunity to study it and I am talking only of 
the principle. I knew many companies who effected abuses in that particular 
line, particularly in the 1920's, when they went through the countries selling 
shares here and there to shareholders who were never at the meetings. Some 
people got the proxies and voted with them and there were rather infamous 
results. People who. are far away cannot defend their own interests and I think 
these matters should be referred to the courts in order that the courts may make 
such decisions as would protect the public. 


Mr. Micuaup: The courts cannot afford protection unless they have juris- 
diction and jurisdiction can only be given by proper amendments. 


Mr. MacNavcut: May I ask one question in connection with this? 
Mr. JAENICKE: Yes. 


Mr. MacNaveut: If you think there is merit in your amendment do you 
not consider it would be proper to have it introduced first into the Companies 
Act before endeavouring to put it into an act which relates only to loan 
companies? 

Mr. Trumtys: I think Mr. MacNaught is right. This clause runs through 
all companies, loan companies, trust companies, and you are working against 
a principle that has been long established, ever since there has been company 
law. You say you have taken this from the British Companies Act but it 
seems to me we ought not to establish it in this Loan Companies Act before we 
have it tested out. 


Mr. Jarnicke: If it turns out to ge a good piece of legislation we can put 
it in the other acts. 
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Mr. MacNavcut: I would suggest the proper procedure would be to 
endeavour to amend the Companies Act. 

Mr. JarnicKe: I have been thinking of that but you know what happens | 
to private bills. Here I have a chance, my first opportunity, to put this before 
members of parliament who have the power to rectify this situation which is 
rotten in that particular company, and there is no doubt of that at all. 

Mr. MacNaveut: There is just one other matter I wish to draw to your 
attention. I notice that subsection 5 of your first amendment defines “could”. 
I also notice that section 11 of the amending act defines “court” and should 
your amendment pass we would have two definitions of the word “court” in the 
one act. Although the definitions are not substantially different they are dif- 
ferent in detail. 

Mr. JAENIcKE: Where is “court” defined? 

Mr. MacNavcut: Page 5, and it is a somewhat better definition. 


Mr. JaenicKe: I am sorry, I did not find it in the front of the act and 
then when I looked into the Companies Act it was not there. 

Mr. MacNaveut: I think you should clarify that matter. 

Mr. Marquis: Perhaps it would be better to have the section and the 
amendment stand, as Mr. Jaenicke has suggested, and we will then have an 
opportunity to continue the study of the clauses of the bill. 

The Vicre-CHairMAN: I was going to ask Mr. Goodenough, representing 
the association, to give us his views on the amendment. 

The Wirness: I understand, Mr. Chairman, and members, that perhaps 
subject to further consideration, my principals have no objection to the principles 
of the amendment proposed. We think perhaps it might be preferable to 
introduce the legislation in the general Companies Act rather than to put it in 
a specific act relating to loan companies. only. I think perhaps some of the 
wording of the section, since it is taken from the British Act might not be 
appropriate to our own act. For example there is reference to the principal 
act which I presume is this act, and there is reference to “company’s memor- 
andum or articles of agreement”, a term more commonly used in relation to 
companies in Great Britain and it may be well to have another look at it here. 
I should say we have not had an opportunity of examining this as we did not 
have notice of it until five minutes before the sittings this morning. 

Mr. Marquis: I understand the representative of the company has no 
objection to the principle? 

The Vice-CHAtrMAN: Shall we let the section stand? 

Stand. 

Now, may we revert to section 7 and there is an amendment proposed by 
the association. 

7(A) Subsections 1 and 2 of Section 22 of the said Act are repealed 
and the following substituted therefor: 

22. The Directors may by By-law provide for the appointment of a 
Chairman of the Board who shall preside at all meetings of the Board 
of Directors. 

(2) If the Chairman of the Board is absent, the President, or in his 
absence, a Vice-President or in the absence of both the President and 
the Vice-Presidents, a Chairman selected by the Directors present shall 
preside at such Meetings. 

Mr. Marquis: Who is sponsoring the amendment? 
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The Vice-CHairMAN: The association. 
The Wirness: This amendment is being brought about by the fact the act 


is being made applicable to all companies. One company, the Huron and Erie, — 3 


has had for twenty years a chairman of the board of directors probably appointed 
under the existing legislature governing the company, and the company desires 
to continue that gentleman in office. The general act, section 22, provides 
that the present or in his absence a vice-president shall preside at all meetings 
of the directors and of the shareholders. Our suggestion, which has been read 
by the chairman is merely to permit a chairman of the board to be other than 
the president or vice-president and in the absence of those two officials someone 
could be appointed by the shareholders to act in that capacity. 


Mr. Timmins: It seems to be a usual clause in company law affairs. 
Mr. Jaenicke: I wonder if the department has any objection? 
Mr. Warwick: No, the department has no objection and it is in agreement. 


Mr. Isnor: I would move that the amendment be adopted, seconded by 
Mr. MacNaught. 


The Vice-CHarrMAn: Shall the amendment carry? 
Carried. 
Section 9, capital stock. 


Mr. Jackman: I have already referred to the fact that 1t might facilitate 
matters if for the world “multiple” be substituted the words “shares of $10 each 
or of any greater amount not exceeding $100.” 


Mr. Marauis: For instance, $13.80? 
Mr. Jackman: No, they would not use that figure because it would cover 
the case of a company which desired to reduce the par value by an even division. — 


i Mr. Iswor: I think the section as it is now is in uniformity with the Banking 
et. 


Mr. Jackman: The Bank Act is very specific and it does not use the 
expression “in multiples of $10.” 

Mr. Isnor: The general principle is there. 

The Vice-CHAIRMAN: Shall the section carry as it is? 


Carried. 

Between sections 9 and 10 I think should come the second amendment pro- 
posed by Mr. Jaenicke. The amendment appears at page 336 of number 8 of 
our Minutes and Proceedings and Evidence. | : 

Mr. Jamnicxe: This amendment is for the purpose of casting a few more 
duties upon the minister—he has not very much to do. The amendment has to 
do with the cancellation of shares which I mentioned a little while ago, and the 
amendment is to the effect that the shares can only be forfeited subject to the 
consent of the minister. Then I propose to add to subsection 3 a clause number 
9 as follows:— : 

9. The foregoing provisions contained in subsections 1 to 8 hereof 
shall not take effect until the Minister has given his consent thereto in 
accordance with the following provisions:— 

(a) After the company has complied with the provisions of subsections 

1, 2, 3, and 4 hereof, the directors shall give notice to the Superin- 

tendent of Insurance of the shares to be forfeited stating the name 

and address of the shareholder, the amount of shares allotted to him, 
the dates and amounts of the calls made thereon, and the amount paid 

thereon ; a 
(b) The Superintendent of Insurance shall submit such report, together 

with such other facts pertaining to the company, to the minister; 
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(c) The Minister may cause such inquiries to be made as he deems 
advisable and just, and he may give his refusal or consent to such 
forfeiture, and if the company is not indebted to the public, may 
order the company to issue a fully paid up share or shares to the 
shareholder in default, for such amount, not exceeding the amount 
actually paid thereon, as to him may seem just and proper. 


The effect would be that in those cases which I have mentioned the minister 
can order that the shares be paid up. It only has reference to where a com- 
pany has no public liability. This company has no public liability. The com- 
pany lent out the shareholders’ money and made interest on it even where they 
had forfeited the shares. 

Mr. Isnor: In the case of the person who subscribed for $5,000 worth of 
shares— 

Mr. JAENICKE: He subscribed $12,000 and paid over $5,000 and then those 
shares were forfeited. 

Mr, Isnwor: My question was coming to the point where I was going to ask 
if the investor would be issued with only the stock represented by the amount 
he had paid?’ 

Mr. JApNICKE: Yes, and the minister could say as well that there were per- 
haps some expenditures to be taken into consideration. I would not suggest 
that the investor be issued with paid up shares to the extent of the money he 
invested. This $20 premium which I mentioned would not be included because 
I understand the idea of that premium was to pay the organization expenses. 
However, the matter would be within the discretion of the minister and as I 
have mentioned it is only in the case of a company that has no public liability. 

Mr. Micuaupn: Is this your own drafting? 

Mr. JAENICKE: Yes. 

The Vice-CHamman: Do those two amendments follow the state of the 
first amendment or are they completely independent? 

Mr. Marauts: It is another amendment. 

Mr. Timmins: This is completely independent. 

Mr. Jamnickn: Yes. Section 30 deals entirely with forfeiture of shares. 

The Vick-CuHairMAN: My question is whether there is any relation between 
amendment No. 1 and amendment Nos. 2 and 3? 

Mr. JAENICKE: Not necessarily. 

Mr. Timmins: What you are saying is in spite of the fact there has been 
forfeiture for non-payment the minister ought to accept the authority and 
power to re-instate. 

Mr. JAENICKE: No, this is not retroactive. 

Mr. Timmins: No, but if in the future— 

Mr. JAENICKE: They could not forfeit because the first amendment I made 
is with respect to subsection 4. “That subsection 4 of section 30 of the said act 
be amended by inserting between the words ‘thereof’ and ‘be’ in the fourth 
line of the said subsection the following words: ‘subject to the consent of the 
minister’.” 

Mr. Hazen: You are going pretty fast, Mr. Jaenicke, and it is hard to 
follow you. 

Mr. JAmNICKE: The section will read like this: 

Mr. Hazen: Which section? 


Mr. JArnicKE: Subsection 4 of section 30 would read: “If the requisitions 
of any such notice, are not complied with, any shares in respect of which such 
notice has been given may at any time thereafter, before payment of all calls or 
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instalments and interest due in respect thereof, subject to the consent of the 
minister, be forfeited by resolution of thé directors to that effect; and such for- 
feiture shall include all dividends declared in respect of the forfeited shares 
not actually paid before the forfeiture.” ‘- 

Mr. ‘Timmins: That is what I was suggesting. The company would not in 
the ordinary course of events forfeit a share or a debenture of shareholders or 
debenture holders who had not paid the first call. Then you are putting it upon 
the minister to more or less consent to that or to over-ride it? 

Mr. Jannicke: The forfeiture is not complete until the minister has 
consented. - 

Mr. Hazen: The minister would have to judge in some of these cases. 

Mr. Timmins: He would be a court of appeal. 

Mr. MacNavueut: Why do you think this is necessary? 

Mr. Jaznicxe: I think it is necessary in order to prevent the forfeiture of 
thousands of dollars in this company; and that may happen again. That 
company has elected around $1,000,000 of shares and they have forfeited over 
$300,000. One-half of their capital consists of money which they forfeited from 
their shareholders. 

Mr. Marovis: Could it not be that the shares should not be forfeited unless 
the money were needed to pay for expenses and liabilities and so on? 2 

Mr. JannicKe: That is what I say. It only applies if the company has 
no public liability. It would not apply at all to the Canada Permanent Loan 
Company or the Huron and Erie Company. They owe debentures. 

Mr. Micuavup: Would it not encourage a company to evade this by incurring 
a small public liability in order to get out of the section of the Act. 


Mr. Jackman: For the reason which Mr. Michaud has given, I think Mr. 
Jaenicke, you have to redraft the first section in some way because, all a 
company would have to do in order to evade the section would be to incur a loan 
which they have the power to do, of, let us say, $100,000, in order to take them 
out of the working of the section. 

The Vice-CHairMAN: Shall the amendment stand? 

Mr. Isnor: Could we hear Mr. Warwick. 

The Vicn-CuHainMAN: Yes, Mr. Warwick. 


Mr. Warwick: We have not had an opportunity to consider this at all. We 
would like to have a little time to consider it. 

The Vicn-CHAIRMAN: Then let it stand. 

Mr. Jackman: If we are going to take up the section at a later date, perhaps 
it might be well now to have the representations of the companies which a1? 
here, to let them give their opinions today, if they are prepared to do so. 
Otherwise they might be asked to come back here in order to reply. 

The Vice-CHarrMAN: Mr. Goodenough. . 

The Wirness: I have not had an opportunity to consider the effect or the 
ramifications of this, or of discussing it with the companies. I do not know 
whether any of the representatives of the companies would like to express any 
views themselves. 

Mr. MacNavucut: Again, I think it would be much more advisable if this 
were brought into the Companies Act rather than into the Limited Act. 

Mr. JaenicKE: There are very few companies which would be obliged— 
oh, a small manufacturing company usually has an indebtedness. 

The Vice-CHarrMAN: Shall the amendment stand then? 

Section 10. 

Carried. 


BANKING AND COMMERCE 489 


Section 11, “Validity of transfers of stocks.” 

Carried. 

Section 12, “Inspection of books”. 

Mr. JAENICKE: I would move an amendment to that. 

The Vick-CHaAmiRMAN: An amendment to section 12. 

Mr. Jarnicke: Yes. I move that we strike out the words “and of any 
judgment creditor of a shareholder”, as shown in lines 41 and 42. 

Mr. MacNaveur: And what is the reason? Why should not the creditor 
of a shareholder look at the books of the company? 


Mr. Jarntcxe: I think there are all sorts of rules of court for the discovery 
of assets and the discovery of execution. I think the companies are in agree- 
ment on this matter because I see the gentlemen over there nodding their heads. 

Mr. Isnor: That doesn’t make it right, of course, if they agree. 

_ The Wirness: We have no objection, Mr. Jaenicke, to the amendment; it 
is merely in here for the purpose of making the section uniform with correspond- 
Ing provisions governing other companies. Perhaps it means more work for 
us; but we are not objecting to it one way or another. 


Mr. JAENICKE: Somebody said it was in the other Companies Act. I submit 
that it is the small people who invest in these loan companies, to a great extent; 
it is not the rich people, but the small people, who invest to lay up—and I do not 
think an execution creditor should be facilitated in this connection, especially 
since we have proper rules of all courts which enable any judgment creditor to 
find out what assets the judgment debtor has. 

Mr. MacNaveur: It is true we have those rules, but they are sometimes 
difficult and expensive to enforce. This is a simpler method whereby a judgment 
creditor can take a peek at the books. I can see no objection whatever to his 
doing so. 

Mr. Micuavp: I think this is a much easier method than the other one, by 
way of examination. 

Mr. Timmins: You would never get it the other way. 

Mr. Marquis: When you want to find out the shares owned by a debtor, 
you have to find it out by examination. Now, if he is honest, he will tell you 
what shares he has, but if he does not want to pay, it will be pretty hard to find 
out what kind of assets he has. 

The Vicr-CHAIRMAN: May I bring to the attention of the committee that 
item 105 of the General Companies Act reads in exactly the same terms:— 

The books mentioned in section one hundred and three and the register 
of transfers and branch registers of transfers and the books mentioned 
in section one hundred and four of this Act during reasonable business 
hours of every day, except Sundays and holidays, shall, at the place or 
places where they are respectively kept as authorized by said sections 
one hundred and three and one hundred and four, be open to the inspection 
of shareholders and creditors of the company and their personal repre- 
sentatives and of any judgment creditor of a shareholder, any of whom 
may make extracts therefrom. 


Mr. Hazen: How long has that been in force? 

The Wirness: Since 1902. 

The Vice-CHAIRMAN: Shall section 12 carry? 

Mr. JAENICKE: No. 

The Vice-CHAIRMAN: Then shall we vote on the amendment? All those in 
favour of the amendment? All those against the amendment? 

I declare the amendment lost. 
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Section 18, ‘Investment of company’s funds.” 

Carried. : 

Section 14, “Investment in shares of trust companies.” 

Mr. Hazen: May I ask about section 18, subsection (2A) :— 

The total book value of the investments of the company in common 
stocks shall not exceed fifteen per cent of the book value of the company’s 
total funds but this subsection shall apply only to a company which 
receives money on deposit or which borrows money by the issue of its 
bonds, debentures or other securities. 


Why does that apply only to companies which receive money on deposit? 
Mr. Warwick: It is not intended to apply to a company using its own 


shareholders’ funds; in other words, that is an investment company. 


Mr. Timmins: But when it borrows from the public— 
Mr. Warwick: The limitation applies. 

The Vice-CHaIRMAN: Carried, 

Section 14, “Investment in shares of trust companies.” 
Carried. 

Section 15, “Deposits.” 

Carried. : 

Section 16, “Cash.” 

Carried. 


Section 17, “Publication of notice.” 


Carried. 

Section 18, “Repeal.” 
Carried. 

Section 19? 


Mr. Hazen: May I refer again to section 13, subsection (2A). Can a com- 


pany invest up to one hundred per cent in common stocks if it does not receive 
money on deposit or borrow money cr issue bonds? 


Mr. Warwick: There is no limitation on it. They are dealing only with 


their shareholders’ money. 


The Vich-CHAIRMAN: Section 19, carried. 
Section 20, ‘Refusal to produce books.” 
Carried. 

Section 21,  ‘Repeal.” 

Carried. 

Section 22, “Repeal.” 

Carried. 

Section 23, ‘Model bill amended.” 
Carried. 

Section 24, “Coming into force.” 
Carried. 

Mr. Isnor: Shall the title be approved? 


The Vicke-CHairMAN: We still have before us this amendment of Mr. 


Jaenicke’s. 


Mr. JApNickKE: I Sipeeet that we let this stand and in the meantime I shall 


interview Dr. Olivier and consult with him and perhaps we can meet tomorrow. 


The Vice-CHAIRMAN: We are adjourned until tomorrow morning then at 


10.30. 


Mr. Timmins: Why shouldn’t we have a representation from the solicitor 


for the department who must have his finger on every detail of draughtmanship 
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of this bill. All we have to do is to have the chairman ask him to give us an 
opinion on this amendment. 

The Vice-CHairman: That would be Mr. Warwick’s responsibility, to 
bring with him, tomorrow morning, whatever help he wishes to have. 

I understand this matter will have to be referred to the Minister of Justice 
and it would not be possible to have a report from him tomorrow morning. So 
might I suggest Tuesday morning. . 

Mr. Marauis: I move the adjournment. 

Mr. Micuavup: I second it. 


The Vice-Cuamrman: We are adjourned until next Tuesday. 
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REPORTS TO THE HOUSE 


The Standing Committee on Banking and Commerce begs leave to present 


. Wednesday, June’ 2, 1948. 
the following as its 


) Firra Report 


1. Pursuant to the Order of Reference of the House, dated Friday, March 
12, 1948, your Committee has considered the subject-matter of the General 
_ Agreement on Tariffs and Trade, including the Protocol of Provisional Applica- 
_ tion thereof, annexed to the Final Act of the Second Session of the Preparatory 
Committee of the United Nations Conference on Trade and Employment held at 
Geneva from April 10 to October 30, 1947, together with the complementary 
agreement of October 30, 1947, between Canada and the United States of 
America. | 
2. Your Committee has heard the following witnesses:— 
Mr. H. B. McKinnon, Chairman of the Tariff Board; 
Mr. J. J. Deutsch, Director of Economic Relations, Department of 
Finance; 
Mr. H. R. Kemp, Director of Commercial Relations Division, Depart- 
ment of Trade and Commerce; 
Dr. A. E. Richards, Economist, Department. of Agriculture; 
Mr. W. J. Callaghan, Commissioner of Tariffs; 
Mr. G. C. Cowper, Chief of Foreign Tariff Section, and 
Mr. Louis Couillard, Commercial Relations Division, of the Depart- 
ment of Trade and Commerce; 
Mr. Donald Gordon, Deputy Governor of the Bank of Canada. 
3. Your Committee has also heard and received representations on behalf 
of the Fisheries Council of Canada, through Mr. F. H. Zwicker, of Lunenburg, 
_NS., and Mr. C. D. Penney, of Vancouver, B.C.; on behalf of Jones Manufac- 
turing Co. Ltd., of Stratford, Ontario, through Mr. Paul Jones; and a brief on 
_ behalf of Canadian Exporters Association, 
. 4. A printed copy of the Minutes of Proceedings and Evidence adduced is 
tabled herewith. 


All of which is respectfully submitted. 


G. EDOUARD RINFRET, 
Vice-Chairman. 


Wepnespay, June 2, 1948. 


The Standing Committee on Banking and Commerce begs leave to present 
_ the following as its 


| SrixtH REPORT 
, - Your Committee has considered Bill No. 220 (Letter F of the Senate), 
intituled: An Act to amend the Loan Companies Act, and has agreed to report 
same with amendments. 
| A printed copy of the Minutes of proceedings and evidence in connection 
therewith is tabled herewith. 
All of which is respectfully submitted. 


G. EDOUARD RINFRET, 
Vice-Chairman. 
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MINUTES OF PROCEEDINGS 


House of Commons, Room 480, 
Tuesday, June 1, 1948. 


The Standing Committee on Banking and Commerce met this day at 10.30 
o'clock am. The Vice-Chairman, Mr. G.-Edouard Rinfret, presided. 


Members present: Messrs. Benidickson, Black (Cumberland), Blackmore, 
Dionne (Beauce), Fraser, Gour (Russell), Harris (Danforth), Hazen, Isnor, 
Manross, Marquis, Pinard, Probe, Quelch, Rinfret, Timmins. 


In attendance: 


In connection with the Geneva Agreement—Messrs. Donald Gordon, Deputy 
Governor of the Bank of Canada; H. B. McKinnon, Chairman of the Tariff 
Board; Herbert R. Kemp, Director of Commercial Relations Division, Depart- 
ment of Trade and Commerce; A. J. Bradshaw, M.P., and Paul Jones, of Jones 
Manufacturing Company, Ltd., Stratford, Ontario. 


In connection with Bill No. 220 (Letter F of the Senate), an Act to amend 
the Loan Companies Act,—Messrs. L. G. Goodenough, representing Dominion 
Mortgage and Investment Association, and J. E. Fortin, Secretary-Treasurer of 
the Association; R. W. Warwick, Superintendent and H. A. Urquhart, of the 
Department of Insurance. | 7 


The Chairman informed the Committee that the Canadian Exporters Asso- 
ciation had wired stating that they did not wish to have its representatives 
appear, or submit a brief. He also read a communication from the Secretary 
of the Furniture Manufacturers’ Association. (See today’s Minutes of Evidence). 

Mr. Donald Gordon was called. The witness was questioned at length in 
regard to the Geneva Trade and Tariff Agreements. 


At 1.00 o’clock p.m. the examination of Mr. Gordon was adjourned to the 
afternoon sitting. 


The Committee then considered Bill No. 220 (Leter F. of the Senate), an 
Act to amend the Loan Companies Act. | 


Mr. Probe, on behalf of Mr. Jaenicke, in the absence of the latter, with the 
consent of the Committee, withdrew the two amendments proposed by Mr. 
Jaenicke at the meeting held on May 27, 1948. (See Minutes of Proceedings and 
Evidence No. 11). 


Mr. Probe then moved the following amendment to said Bill No, 220, which 
was unanimously adopted, viz: 

Resolved,—That clause 5 of the Bill be amended by deleting the introductory . 
paragraph thereof and substituting the following therefor: 


5. (1) Paragraphs (c) and (d) of subsection one of section fifteen of the 
) said Act are repealed and the following substituted therefor:— 


(c) The requirements as to proxies, the record to be kept of them and 
the time, not exceeding ten days, within which proxies must be produced 
and recorded prior to a meeting in order to entitle the holder to vote 
thereon; provided that an instrument of proxy shall not be valid unless 
executed within one year of the date of the meeting at which it is to be 
used. 
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‘Clause 5, as amended, was unanimously adopted. 


The title, and the preamble, were adopted and the Bill ordered to te Feported: 
to the House, as amended. 


At 1.15 o’clock p.m. the Committee adjourned to meet again at 4.00 o clock 
p.m. in the afternoon. 


AFTERNOON SITTING 


The Committee resumed at 4.00 o’clock p.m. The Vice-Chairman, Mr. — 


G.-Edouard Rinfret, presided. 


Members present: Messrs. Black (Cumberland), Blackmore, Cote (S¢. 
Johns-Iberville-Napierville), Dechene, Fulton, Gour (Russell), Harris (Dan- 
forth), Hazen, Jackman, Manross, Marquis, Michaud, Probe, Pinard, Rinfret, 
Timmins. 


In attendance: The same officials as are listed for the morning meeting in 
connection with the Geneva Trade and Tariff Agreements, with the addition 
of Mr. J. J. Deutsch, Director of Economie Relations Division, Department of 
Finance. 


Mr. Donald Gordon, Deputy Governor, of the Bank of Canada was recalled. 


The witness was further questioned in regard to the Geneva Trade and 
Tariff Agreements, and was excused. 


Mr. Paul Jones, of Jones Manufacturing Company, Limited, Stratford, 
Ontario, was called, heard and retired. 


Mr. Bradshaw, M.P., with the consent of the members, addressed the 
Committee briefly. 


The Chairman indicated that all matters before the Committee had been 
completed, except that no further word had been received from the Canadian 
Importers and Traders Association Inc., or from the Montreal Board of Trade. 


All officials and witnesses present were then excused and the Committee 
continued its deliberation in camera. 


On motion of Mr. Marquis, seconded by Mr. Blackmore, the Fifth Report 
(appearing in today’s Minutes of Proceedings and Evidence), was unanimously 
adopted. 


At 6.00 o’clock p.m. the Committee adjourned to the call of the Chair. 


ANTOINE CHASSE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or Commons, 
June 1, 1948. 


The Standing Committee on Banking and Commerce met this day at 
10.30 a.m. The Vice-Chairman, Mr. E. Rinfret, presided. 

The Vicr-CHarrMan: Will you come to order, please, gentlemen? At our 
last meeting Mr. Harris moved that we communicate with the Canadian 
Exporters Association, the Canadian Furniture Manufacturers Association, the 
Jones Manufacturing Company Limited; and Mr. Timmins asked that 
Mr. Donald Gordon be asked to give some specific information concerning the 
sterling and dollar areas. We have communicated with these various concerns. 
The Canadian Exporters Association has wired us as follows: 


Canadian Exporters Association expresses thanks for opportunity 
to make representations relative to Geneva trade agreements before House 
of Commons Standing Committee on Banking and Commerce and I am 
directed to state that the association does not wish to have its repre- 
sentatives appear or submit a brief. 


A. F, TELFER, 
General Manager and Secretary, 
Canadian Exporters Association. 


The Canadian Furniture Manufacturers Association replied as follows: 


The position of this association regarding any concession by Canada 
in respect of tariff item 519 was explained in statement presented to 
Trade and Tariff Committee March sixth 1946 stop Experience has shown 
that Canadian furniture industry with protective tariff lower than 
thirty-two and a half per cent is hard hit when American market will not 
absorb what American furniture factories can produce stop As furniture 
imports now banned we consider no further representations can be made 
now. 


C. V. FESSENDEN, : 
Furniture Manufacturers Association, 


The Jones Manufacturing Company Limited sent us the following wire: 
Retel will meet committee ten thirty A.M. June first daylight time. 


PAUL JONES. 


I understand that Mr. Jones is here and will appear before us later. 

Mr. Donald Gordon is now sitting at my left and is ready to answer any 
questions which members of the committee care to put. to him. | 

Mr Timmins are you ready to proceed? 

Mr. Harris: Mr. Chairman, before you call your witness, in view of the 
wires that you have received from certain companies there are one or two 
matters I would like to bring to the attention of the committee. First of all, 
may I say we are happy to have Mr. Donald Gordon with us this morning. 
This is the first time I have had the pleasure of shaking hands with Mr. Gordon, 
although we have all known him for quite some years and appreciate the 
great work he has done on behalf of Canada. We have all, I think, avoided 
worrying him about little details that might concern some industry or some 
phase of industry which was not of such magnitude as the matters he was 
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“handling during the hectic times of price control and what not. On behalf of 
the laymen of the committee, I am happy to see Mr. Gordon here this morning. 

Point No. 2, sir, is this: it so happens that we are meeting here today 
when one of the most important trade events, at least since the war, is transpiring 
in another place, namely, at the coliseum in the city of Toronto. 

If I might state pointedly with regard to the Canadian Exporters Asso- 
ciation, it so happens that the men who voluntarily, without pay or reward, 
conduct the affairs of the Canadian Exporters Association are themselves very 
heavy exporters and they are tied tightly to this great event which is going on 
in the coliseum, of which honourable mention was made in the House of 
Commons yesterday, and at which, you will recall, some 35,000 people attended, 
at the International Trade Fair, and from which will emanate, we hope, for 
Canada a great deal of business, the kind of business we need, namely, export 
business. Just yesterday it was my pleasure to entertain and look after a group 
—a small group shipping into Canada only a million dollars worth of stuff 
a year. They hope to expand. The whole of our economy is more or less | 
trade minded just now. They are all focused, Mr. Chairman—l want you, 
sir, to get that point clearly—on the Trade Fair while the Trade Fair is going 
on, and they are not much interested, perhaps—not as much interested in what 
is transpiring in this committee. Therefore, Mr. Chairman, I was rather hopeful 
—not wanting to delay your particular function or chore—I was hopeful that 
our matter here might not be rushed too much or hurried too much. I do not 
know—perhaps some of the other members of the committee might have some 
idea why our matter should be rushed or pushed through; but while I am on 
my feet I should like to make the general observation that other parties whom 
we hope will be signatories to the Geneva trade pacts are not rushing the matter, 
and perhaps the biggest unit of all the participants, the one who gave, perhaps, 
most of the initiative and the one whom we could not get along without, namely, 
the United States of America, have seen fit not to rush this matter of the 
Geneva trade pacts through their many bodies which have to consider it. It 
is needless for me to point out to this committee our comparative relationship 
in the matter of production as far as Canada is concerned with the United 
States as well as the matter of population, world economy and so on. I was 
hopeful, Mr. Chairman, that we would get more leadership from the larger units 
which are interested in these Geneva trade pacts before you ask of us or demand 
of us that we come to our conclusions. Now, if that is not possible we are 
entirely in your hands, Mr. Chairman, and we will go along as best we can. 
I think, sir, you can visualize the situation and look at it in a very broad 
sense and direct and guide your committee accordingly. If you purpose to put 
this matter through we are in your hands, that is all; but in the course of the 
next nine or ten months when the United States starts directing itself to this 
matter seriously, if something should happen which is adverse to Canada, 
I imagine our committee here must assume its full responsibility, and I place 
that responsibility, sir, squarely on the shoulders of those who are conducting 
this particular committee. Not that I expect any difficulty at all; but if some- 
thing does happen I want my position to be abundantly clear that I was one 
of those who hoped we would have the signature of the United States of America 
to the completion of their work before little Canada with thriteen or fourteen 
millions of people took the leadership in this particular trade matter which, to 
my mind, is of great moment to us. 

Before I sit down, may I say there is another group, Mr. Chairman, which 
feel they have not been invited to come here, namely, the Fruit and Vegetable 
Growers. Perhaps your secretary could clear up that point. The Fruit and 
Vegetable Growers feel they have not been asked to study the problem and to 
make representations. It is not our duty to make people come here on their 
own business; at the same time it might have been a nice gesture had the Fruit 
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and Vegetable Growers, under the leadership of their secretary-manager, Mr. 
M. M. Robinson, appeared before this committee. If you have heard from them, 
it is all right with me. It is their responsibility, because this matter of our 
meetings has been publicized, and if they do not care to make representations 
I do not see that there is any onus on you or those who are conducting this 
committee. At the same time, it is a big industry in Canada and it is one 
particularly concerned about imports—and not so much concerned, perhaps, 
about exports; nevertheless, it is a large part of Canada’s economy. 

Perhaps in our deliberations this morning Mr. Gordon might comment on 
the fruit and vegetable situation as far as Canada is concerned, because he 
would have had considerable experience trying to control them in days gone by. 

In any event, I did want to have their name mentioned. 

As far as our guest, Mr. Jones, is concerned, he is a manufacturer and he 
finds himself in a difficult spot in his own particular business, and he will be 
introduced to the committee by Mr. Bradshaw, one of our well known Ontario 
members of parliament. 

That is all I have in my mind at the moment Mr. Chairman, and I reiterate 
what I said a moment ago, that we should not push this matter and afterwards, 
perhaps, have some regrets in some phases of the work we are doing. 

The Vice-CuairMan: Mr. Harris, with regard to the first part of your 
remarks, may I say this matter has been before the committee since March 11— 

Mr. Harris: Yes, I understand. 


The Vice-CHatrMAN: And we have had regular meetings since the 13th of 
April. We have communicated with the Canadian Manufacturers Association, 
the Chamber of Commerce of Canada, the Board of Trade of Toronto, Le 
Chambre de Commerce de Montreal, the Fisheries Council, the Canadian 
Importers Association, the Canadian Exporters Association; and outside of the 
Fisheries Council none of these gentlemen have expressed a wish to make any 
recommendations or to make any wish to fight the agreement in any way, shape 
or form. 

Your suggestion concerning the Fruit and Vegetable Growers is of interest 
‘because it is the first time it has come before the committee. Now, the officials 
of the Department of Finance and the tariff commissioner have been in atten- 
dance here all the time and any person who wished to put any question to any 
of those gentlemen was at liberty to do so, and I think I have given every leeway 
possible for the members of the committee to do so. If the committee wishes 
to hear from the fruit and vegetable people now, I am absolutely in their hands, 
but it seems to me that there is no rush being made in this matter; everybody has 
had an opportunity to say what he wants to say. I do not think it is the duty 
of this committee to go around fishing for anybody who wishes to make represen- 
tations or recommendations. These people volunteer to appear before us, and 
we hear them. 

Now, Mr. Timmins, are you ready to question Mr. Gordon? 


Mr. Donald Gordon, Deputy Governor of the Bank of Canada, called: 


By Mr. Timmins: 


@. Mr. Gordon, reading from the report of the Foreign Exchange Control 
Board for the year 1947, at page 6—and perhaps I should predicate my remarks 
on this—I find the following: 

As noted in the previous report, the exchange control arrangements of 
the United Kingdom made it possible, commencing January 1, 1947, for 
Canadian exporters and importers to trade on a sterling basis, as an 
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alternative to United States dollars, with a number of non-sterling area 
countries in addition to countries in the sterling area. The list of non- 
sterling area countries covered by these arrangements was added _ to 
from time to time and by July 15, 1947, the United Kingdom had, for 
practical purposes, made the current sterling receipts of all other coun- 
tries freely available for expenditure anywhere. On August 19, 1947, 
the United Kingdom announced, however, that it found it necessary to 
reimpose certain limitations on the transferability of sterling held by non- 
sterling area countries because of the heavy drain which this was causing 
on the United Kingdom’s dollar resources. As a result, Canadian exporters 
could no longer obtain payment in sterling from non-sterling area coun- 
tries and Canadian importers could no longer pay sterling for imports 
from those countries. 


Now, it would appear ffom press reports, and very specific reports I 
have received from Canadian industry, that our Canadian exports to countries 
in the sterling area, other than the United Kingdom, are dropping very drasti- 
cally. Some reports I have show that the dominance of Great Britain’s trade 
in certain articles dropped off 75 per cent, 80 per cent, 90 per cent and 95 
per cent, and in some cases in specific commodities, 100 per cent. A press 
report of last week is to this effect: 

The consequent threat to Canadian prosperity shows ominously 
in the decline of British imports from this hemisphere from 49 per cent 
in 1946 to a prospective 34 per cent this year. The figure was 31 per 
cent in 1938. - 


Now, my question, Mr. Gordon, is: there seems to be a plan among 
the sterling area countries to deal among themselves because sterling cannot 
be convertible, and how is Canada going to get her exports into those countries, 
having regard to the fact that the sterling area countries are almost forced 
to deal among themselves?—A. Mr. Timmins, that, of course, is definitely 
true. That represents the fundamental problem of the so-called dollar coun- 
tries of the world. These sterling area countries, headed by the United Kingdom, 
are short of dollars and unable to find the wherewithal to pay dollars for 
imports coming into their country—in those individual countries. That is 
to say, the exports which they are able to maintain, the productivity of the 
area, has been so seriously reduced as a result of war, devastation and so forth, 
that they are not able to earn enough dollars out of their exports to balance off 
against their heavily inflated requirements of imports. 

Perhaps I might make the matter a little clear if I outlined what the sterling 
area is. I have a definition of the sterling area as used in the Canadian Foreign 
Exchange Control Board regulations: 

Sterling Area Countries— 
The United Kingdom, 


Any British dominion and any other part of His Majesty’s dominions 


except Canada and Newfoundland, 

Any territory except Palestine in respect of which a mandate has 
been accepted by His Majesty and is being exercised by His Majesty’s 
government in the United Kingdom or the government of any dominion, 

Any British protectorate or British protected state, 

Burma, 

Iraq, 

Iceland, and 

The Faroe Islands. 3 

That gives you an outline of the component parts of the sterling area at present. 
The list I have read is not exactly coterminous with the British commonwealth 
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of nations—but it is generally speaking, the British commonwealth of nations 
excluding Canada and Newfoundland, with the exception of Palestine and others 
mentioned therein. 

The main characteristic of the sterling area is that it represents a voluntary 
association of members who are willing to hold their foreign exchange reserves 
in London; they are willing to take sterling and hold it on deposit in London. 

@. In other words, they make Great Britain their banker?—A. That is 
right. Britain is, to all intents and purposes, the banker for the sterling area, 
and the members of the sterling area as they receive any exchange other than 
sterling turn it in to the general pool and are entitled at the same time to draw 
out from the pool in respect of their dollar needs. 

Now, as matters have developed, by reason of war, devastation and so 
forth, the needs of the sterling area countries as a group, and the United Kingdom 
in particular, have risen so substantially in respect of dollar imports that, as I 
said before, they have not been able to balance off against their receipts. In 
those circumstances, therefore, the United Kingdom as banker-manager of the 
area has worked out a policy whereby they have restricted or prohibited a very 
large number of imports which would normally come into the sterling area from 
dollar countries. 

Q. They have really put on some controls the same as we have?— 
A. Absolutely, yes, only perhaps a good deal more stringent. 

Q. Does that mean each of these dominions or colonies has put on separate 
controls, or does it mean one blanket control, or a number of blanket controls? 
—A. It means that each of the countries is theoretically free to determine itself 
what import restrictions they should impose, but in reaching that decision they 
are under pressure from the United Kingdom who point out to the different 
parts of the sterling area how serious the position is, and urge them to maximize 
the restrictions on imports which call for dollar payments. Perhaps to put it 
even more simply I might say that the general effect is that each country in the 
sterling area is expected not to be a drain on the central dollar pool. In other 
words, the United Kingdom says in essence, “You adjust your affairs in such 
a way that you will earn enough dollars from your own sales of merchandise 
or other services to get the dollars which you need to pay for your imports, and 
if you cannot earn enough from your exports then you should reduce your 
imports of goods to such an extent you will try to achieve a balance.” In a very 
-rough and ready way that is what the objective is. Of course, the actual work- 
ing out of it varies considerably in each part of the area, but the general 
objective is the same. Each part of the area is expected to try to become self- 
sufficient in regard to its earnings and use of dollars. 

Q. That is the reason that our goods cannot get into these sterling area 
countries?—A. That is right. 

Q. They really have import restrictions against us?—A. In exactly the 
same way that we in Canada, for other reasons, have been obliged to conserve 
our foreign exchange resources consisting of United States dollars, and have been 
obliged to prohibit a great many imports, and to limit other imports from 
countries to which we have to pay United States dollars. 

Q. Then the spirit of the Geneva Agreement we are dealing with is to make 
trade multilateral?—A. That is right. 

Q. So that we can do more business with the serling area countries and with 
all other countries, and so they can do more business with us, but as a matter of 
fact the situation in the sterling area countries and their import controls really 
nullifies and stultifies the spirit envisaged by the Geneva Agreement?—A. I 
would not say nullifies and stultifies. I think I would rather describe the con- 
tradictions as being for a temporary period until the world gets on its feet, and 
there is a somewhat better balance, so to speak, in the heavy unbalance of 
trade. Right now it will not be practical to see Geneva become a working 
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operation, but I should make this clear, that the kind of situation which I 
have just outlined in respect of the sterling area also applies to other countries. 
It applies to countries like France; it applies to other countries which are out- 
side the sterling area altogether, but which because of their dollar situation have 
also been obliged to put on import restrictions. You see Geneva generally is 
really an attempt to lay down, to codify the rules of international trade in 
such a way as to result in world trade being increased to the greatest possible 
extent. 

Q. It is a good plan for normal times?—A. It is an excellent thing that the 
rules of the game have been laid down in Geneva, but until such time as the 
world gets reconstructed in respect of the war, and individual sections of the 
world are enabled to reach maximum productive capacity it will not be possible, 
in my opinion, to get Geneva as an idea or as an ideal to work and function 
100 per cent. In other words, there is a transitional period. : 

Q. I do not like to be monopolizing all the time here, but at present we 
have got three kinds of currency. We have got the United States dollar that 
the world is bidding for by way of exporting goods into the United States. 
We have got the sterling area exchange, and then we have got the Canadian 
dollar which seems to be in a third category all by itself. How are we going to 
eet the Canadian dollar working into the general picture? I suppose it is the 
second most sought after means of exchange in the world today, but how are we 
going to get is working better so as to get more people wanting to sell 
to Canada rather than to the United States?—A: Well, now, I am not sure’ 
you are not a little twisted there. Are you talking of sales by certain countries 
to Canada? i 

Q. Yes.—A. We are, of course, anxious and willing to buy all we can. The 
more we buy from the sterling area the more we provide means of payment 
which they can use to buy from us. 

Q. Perhaps I have not put that just the way I want it. I have read that 
various. countries of the world have all set their hearts on being able to produce 
and sell in the United States and get American dollars. In so far as those 
countries are concerned they do not seem to be so much concerned about selling 
to us in Canada because they do not place the same value on the Canadian 
dollar that they place on the American dollar. Am I right?—A. I would not 
quite agree, I think it is fair to say the American dollar is the scarcest cur- 
rency in the world today in respect of other countries of the world. The 
Canadian dollar is probably the next in the matter of scarcity, but to the extent 
we are willing to buy and our people are anxious to get goods of other countries 
I do not see any particular reason why those countries would not be willing 
to sell to us. I do not think that the situation as it stands now means that 
these other countries would adopt a policy of diverting exports from Canada 
because in most cases the Canadian dollars they receive are useful to them in 
respect of buying goods from us, and there are still enough requirements for 
Canadian goods around the world generally that most countries would be willing 
to acquire or receive Canadian dollars in return for their exports. It is, 
however, true that the outstanding fact in the world today is the need for 
United States dollars. 


By Mr. Marqus: 

Q. You have the American dollar, the sterling exchange currency, and do 
I understand that gold is accepted in the sterling area as in the United States. 
for payment?—A. Well, I do not know if you can say that. Mechanically 
there could be a transfer of gold in exchange for goods, but for all practical 
purposes it is the same thing as payment in dollars. Gold is universally accept- 
able, and if the United Kingdom, for mstance, did accept gold she would in turn 
ship it to the United States, so that it should be converted into United States 
dollars to provide the wherewithal to buy goods from the United States. 
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By Mr. Timmins: 


Q. Let us suppose a firm in South Africa sold a goodly quantity of gets 
to Canada and got Canadian dollars, and then that firm wants to use those 
Caandian dollars for the purchase of something in the United States. What 
procedure would have to be gone through in order to convert those Canadian 
dollars into American dollars? What would happen?—A. You mean the South 
African firm has dollars in the United States? 

Q. Yes. Is our money at some sort of discount in so far as South Africa 
being able to use it to purchase certain commodities from the United States, we 
will say?—A. It all depends. We would not allow Canadian dollars to be 
used directly for imports to be brought into Canada ‘and shipped to South 
Africa, but what is the sequence you have in mind? 

Q. I say a South African firm sells goods to Canada and gets Canadian 
dollars.—A. Yes. 

@. And then it wants to use those Canadian dollars which it has obtained 
to. purchase some other commodity in the United States they want to use in 
South Africa. How are the Canadian dollars going to be converted into 
American dollars in order that the transaction for the purchase in the United 
States can be achieved?—A. What would happen in practice is that the South 
African exchange control would purchase the Canadian dollars from the South 
African exporter, and then the South African who wants to buy goods from 
the United States would be enabled to buy United States dollars from his 
control out of the proceeds of the Canadian dollars which he had sold. It is 
a perfectly easy transfer to make so far as the South African is concerned. 
If any South African comes into possession of Canadian dollars he can sell 
them to the South African exchange control. Then having received South 
African pounds he can go to his exchange control and say, “I want to import 
certain goods from the United States”, and if they are of a character and 
kind permitted import into South Africa then he will be given United States 
dollars by the South African control to buy those goods. 

Q. In the transaction does he lose something between the Canadian 
dollar and the American dollar?—A. No, only the handling charges which are 
very modest. 

Q. He does not lose anything by way of exchange or discount or anything 
of that sort?—A. No, the Canadian dollar and the American dollar are at par 
in so far as the South African control is concerned. They would buy the 
one dollar and sell the other dollar at the same rate apart from the slight 
handling charge that is taken by the control in transferring one currency 
for another. 


By Mr. Marquis: 

Do I understand correctly that in South Africa they have to change the 
Canadian dollar to South African currency, and the South African currency 
into American dollars in order that they can get imports from the United States? 
—A. Yes. The South African control, to put it shortly, will swap Canadian. 
dollars for American dollars any time. 


By Mr. Dionne: 

Q. Dollars are not a problem for South Africa; they have all the dollars 
they need?—A. Oh, I would not say that. I do not know of any country in the 
world that has all the dollars it needs. South Africa just recently has also had to 
put on import restrictions which indicates she is finding a dollar shortage as 
well as other countries. 

Q. The other day I had a transaction to close with South Africa, and I 
asked them about their problem and they said that dollars are not a problem, 
that they can get all the dollars they need to buy what they require—A. Were 
you speaking to the South African foreign exchange control or to an individual? 
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Q. I was speaking to an agent who is travelling all over South. Africa 
and who is selling commodities from the Canadian market.—A. He probably 
would mean, that to the extent that anything is permitted to be imported into 
South Africa he has no trouble in getting dollars from his exchange control. 
The same is exactly true in Canada. For any import from dollar countries for 
which Canada permits entry the Canadian foreign exchange control board will 
put up American dollars for it without question. 


By Mr, Fraser: 
Q. May I ask .if a transaction of that kind has to go through the inter- 
national bank?—A. Oh, no. 
Q. It does not?—A. No, it has no bearing on that whatever. 


By Mr. Timmins: 

Q. It seems in so far as the Geneva Agreement is concerned it is tied up 
absolutely with the International Monetary Fund and with the world bank. 
In other words, these trade arrangements cannot work unless we are all bound 
by the same standards. Is there such a thing as the world bank today?—A. 
Yes, there is—what is the technical name?—the International Bank for 
Reconstruction and Development. 

Q. Is that bank functioning?—A. It is functioning. The main purpose is 
that that bank will under certain conditions make long term loans to individual 
countries for productive purposes. It is a bank which operates to make specific 
loans to individual countries for purposes that are outlined as acceptable under 
the bank’s policies. 

Q. The countries of the world will not be able to make the Geneva Agree- 
ment. work and they will not be able to make multilateral trade work until 
they find some means of international exchange. I wonder if you could 
develop that for us and tell us what the future may hold, or what is envisaged 
that may take place that will cut across these obstacles that are in the -way of 
world trade?—A. That is a pretty large question. I do not know if I am 
competent to answer it. 


Q. I wanted to predicate my thoughts upon the fact the sterling areas 
have got a system of their own working, and we have got to break that down 
in some way if we want to get trade going again.—A. In part that is right. 
1 have no doubt in the evidence this committee has had before it you have 
had various definitions of what the Geneva trade charter is all about. I do 
not profess to be an expert on the technical details that have gone into that 
agreement because, as you know, from listening to witnesses it is a very 
technical matter in point of detail, but putting it in very rough and ready 
language the Geneva Trade Agreement is an effort to set an ideal in the matter 
of codifying the rules of international trade in such a way as to remove 
barriers to trade; in other words, to have a system whereby it will be ensured 
that artificial barriers or artificial restrictions of one kind or another will not 
operate so as to reduce the grand total of world trade. The tremendous step 
that has been taken in Geneva, in my own layman’s understanding of it, is 
that for the first time there has been agreement on a set of rules as to what 
is the decent and proper thing to do in international trade relationships. In 
given circumstances when difficulties arise the countries have agreed as to what 
would be appropriate correctives to apply and still not reduce any more than 
necessary the grand total of world trade. I speak with due deference to Mr. 
McKinnon who is sitting here, and who can do this much better than I, but 
that is the sort of rough and ready approach to it that I would take. It is 
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realized also all through that in setting that ideal pattern, in getting countries 
to agree what are the rules of the game, it has always been realized the rules 
could not work until the world was rehabilitated in such a way as to make it 
possible, until we had an atmosphere in which those rules could possibly work. 
The great stumbling block has been and still is that the world is in a chronic 
condition of shortage of United States dollars, and I should say Canadian 
dollars, too. It is really a dollar shortage. It is more spectacularly focused on - 
the United States dollar but it is true in regard to the Canadian dollar, too. 

A number of international organizations have been set up, again for the 
same major purpose. The International Monetary Fund is a case in point 
where we have an international organization which deals with the question 
of currencies. ‘There are four main purposes that the International Monetary 
Fund has in mind. First of all it provides a forum for discussion by the members 
of the fund about the impact of their respective currency policies on the rest 
of the world. For the first time it has been recognized that the fixing of a 
rate of exchange by any individual country is not a matter which affects only 
that country. It is a matter which has very serious and definite international 
repercussions on trade, and therefore through the International Monetary Fund 
we have for the first time a place where the members of the fund, the various 
countries represented in the fund, will sit down and discuss their difficulties 
and give other countries an opportunity to make suggestions, or to lend advice 
and assistance and what not. That, of course,-in itself will contribute to 
exchange stability, and we get away from the sort of competitive depreciation 
that was a common thing in the 20’s and the 30’s. 

There has been reference at one time or another that within the orbit 
of the fund rules any country can make changes in the par values of their 
currencies up to 10 per cent. That is true, but it does not mean that a country 
is simply free to do that without consultation. It is expected that they will 
consult the fund. The point is that any individual country can have a 10 per 
cent leeway in the fund, and the fund has no right to object to that much 
appreciation or depreciation in the value of a currency, but in the practical 
working of the fund in all likelihood there would be consultation in respect to 
that kind of a change, too. 

Then there are a number of other things which the fund operates to do. 
There are undertakings from the various members not to impose restrictions 
on current transfers and payments and so forth, again within the general 
agreement that is represented by the fund agreement. 

Then lastly, of course, there is a very large amount of individual currencies 
in the hands of the fund which would enable members to tide over temporary 
difficulties. It is possible for members who are in temporary trouble with their 
balance of payment situation generally to borrow from the fund, and thereby 
tide over a temporary situation. It is not intended that the fund should be 
used to correct what is a chronic and continuing disequilibrium in any 
country’s individual balance of payments, but it does mean if they are in 
temporary difficulties they will not be forced to take restrictive action, and 
that by having access to the resources of the fund they can tide the matter 
over and give an opportunity for the kind of consultation, ete., which I have 
mentioned. | 

Fundamentally, to go back to my first point, these international organiza- 
tions and Geneva are all aimed at the idea of getting world trade to the highest 
possible volume having in mind if that is done it will have the effect of raising 
the standard of living throughout the world, but until we get the damage of 
war corrected, and these various countries which have been so devastated back 
on a producing basis, so that they can out of their own production develop 
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enough export surpluses to pay for their import requirements, we will not be 
able to get the ideal of complete multilaterism in world trade worked out. That 
is again essentially the reason for the European recovery program. The 
European recovery program in essence puts dollars at the disposal of countries 
who are short of them, and enables them to continue buying essential imports 


which they must have to reconstruct their individual countries. That is the ~ 


hope and the objective, in connection with those funds which are being made 
available through the European recovery program—incidentally, I should add 
the credits which the Canadian. government have put forward to these individual 
countries are exactly the same kind of thing as the European recovery program. 
We have had a European recovery program operated through the credits which 
have been established, and the hope and expectation is that with the use of 
these dollars those countries which are now heavy deficit countries in respect 
of United States dollars and Canadian dollars will, as I said before, achieve 
sufficient production as to be able to stand on their own feet. When that, time 
comes, and when the great majority of those countries are in that position then 
it will be possible to see whether or not this Geneva Agreement can be made a 
working model. The tremendous feat that has been accomplished, and I do 
refer to it as a tremendous feat, is that the countries which have signed the 
Geneva Agreement and later confirmed it at Havana have reached—is that the 
technical term, “confirmed at Havana”?—I do not know; in any event, they are 
signatories to the agreement—an understanding and acceptance of rules of 
conduct in respect of the operation of international trade, so that when the world 
is re-established on a basis to make it workable those rules of the road will 
apply, and we will get on with general business. 

Q. Mr. Harris wants to ask some questions, but I have one more question 
following that. I take it there is not anything in the International Monetary 
Fund or in the world bank which in a direct way will help countries with the 
economy of Canada to increase its trade. We cannot look for any help there, 
can we? It is there to help us if we get into further trouble, but at the present 
time there is not anything we can look for there?—A. I do not think it is 
aes in our present situation to turn to the International Monetary Fund 
or heip. 

Q. What you say in effect is it is the productivity in the various countries 
themselves along with the help of E.R.P. that 1s going to start world trade 
moving?--A. That is right, because the conditions which E.R.P. sets out to 
correct are not the kind of temporary conditions which are envisaged as a 
reason for going to the International Monetary Fund. There is a fundamental 
disequilibrium in the balance of payments of these individual countries which 
can only be corrected through long term measures such as reconstructing their 
plant equipment, reconstructing their transportation, reconstructing other war 
damaged situations. These needs have meant that they have not been able to 
reach the total production which would give them export surpluses to pay for 
their import requirements. The fund of itself cannot cure that. 

Mr. Harris: Mr. Chairman, I think we are all very appreciative and 
perhaps all imbued with the same idea that our witness has, namely, that we 
want to be practical, and we are all anxious to make the Geneva Agreement 
work, but I am of the opinion we must face up to this problem, namely, the 
dollar, whether it is American or Carladian, versus sterling. Within the depart- 
ments of government at Washington and the departments of government here 
at Ottawa, and even in Britain they have monetary funds and so on, but I was 
rather amazed at the limitation of 10 per cent which was put on according to 
the witness with regard to the leeway, whereas at the same time those units of 
currency exchange and trade exchange which do not pay too much attention to 
what is happening in governments and which are working through our banking 
organizations, not to circumvent the International Monetary Fund and these 
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other ideas but perhaps to implement and help them, are still carrying on and 


doing business. That is a difficult statement for the members of the committee 
to absorb but let me explain. 

Is it not a fact that our Canadian banks which have offices in the United 
Kingdom—I am thinking of London particularly—will in Canada advance 
substantial bank overdrafts to Canadian organizations provided that the home 
companies, namely, the companies in the United Kingdom in turn will deposit 
substantial blocks of sterling with the Canadian banks, and with the approval 
of the Treasury Board of the United Kingdom? If they will deposit substantial 
blocks of sterling is it not a fact the Canadian banks in turn will allow over- 
drafts to some concerns which deposit sterling in London, will grant overdrafts 
which can be drawn against here in Canada in Canadian dollars? Is that not 
a fact? If the witness says that is a fact, I should like him to tell us. 

Now, Mr. Chairman and gentlemen of the committee, this has nothing to 
do with this 10 per cent leeway in the monetary fund. This is another agency 
which is helping to develop Canada and to develop trade between Canada and 
other parts of the world, particularly the United Kingdom. Incidentally, it is mak- 
ing jobs by the establishment of off-shoots of industries if the United Kingdom 
right here in Canada. I was hoping the witness might elaborate a little on it. 
It is hoped we, in Canada, can develop our own country through the establish- 
ment of industries by this means. 

Just as an aside, for the benefit of the committee, there are oodles of 
pounds sterling lying idle in the United Kingdom. There are millions and 
millions of pounds sterling in the United Kingdom. They cannot eat them, 
and they do not know what to do with them. In the old days, fifty years ago, 
they used them in the colonies, the dominions and so on. The present tight 


situation so far as finance is concerned, Mr. Chairman, is driving those pounds 


sterling to Rhodesia and to India. Just yesterday a substantial amount, three 
or four million pounds sterling, went to India and, within the past few weeks, 
some have gone to Nigeria. These pounds sterling are going to South Africa. 
When Australia settles down to business again, after the advent of the present 
administration, more and more pounds sterling will go to Australia and more 
and more to New Zealand. 

This is what worries me, Mr. Chairman. The extent to which this is going 
on so rapidly now, in my opinion, means we are fast becoming two units in 
the world civilization, one of which is sterling. We are foreing sterling to a 
place where sterling is accepted in exchange for commodities. We are not 
able to bridge this gap to make sterling convertible for the development of our 
country. We are doing something. I am surprised at the 10 per cent, but it is 
not nearly enough. However, we are doing something to help sterling find its 
way into Canadian dollars. 

There is a movement, I am sure the witness knows about it and I think 
he ought to tell the committee about it, by the treasury board or whatever 
body controls the currency in the United Kingdom, to accept large deposits 
and, when I say large deposits, | mean this; to the extent a pound 1s deposited 
and a Canadian dollar is received back. Those charged with the handling of 
affairs in the United Kingdom are willing to place a pound sterling with the 
treasury board in the United Kingdom. This is a very vital and very important 
movement in my opinion, and I should like confirmation of this, those who 
control the finances in the United Kingdom are willing to take a pound sterling 
and release a Canadian dollar for the development of our country. At the 
same time, is this not a fact, the British treasury is accepting a deposit of a 
pound sterling, that same pound sterling which is at a discount of 10 per cent 
and perhaps the witness will tell us what per cent it is here, 20 per cent in 
Australia, 10 per cent in South Africa and what not; they are getting their 


13983—2 


508 STANDING COMMITTEE 


full value of the premium on the pound sterling in the development of other 
parts of the Commonwealth whereas we, in Canada, adhere so religiously to 
the dollar position that we find our friends in the United Kingdom are only 
to get a dollar for a pound which is deposited overseas. 

Now, Mr. Chairman, that movement, as I read it and understand it, may 
have the good wishes of Mr. Gordon’s ‘department and the good wishes of 
all government controlling agencies of various kinds; the good wishes of the 
Monetary Fund which is only allowing 10 per cent, but it is another move- 
ment apart from matters over which you and I are supposed to exercise some 
control. Nevertheless, that movement is going on now. I know it is going on 
now. About £95,000 sterling are lying in Lendon now while the development 


here of $25,000 has taken place, a dollar fora pound. All this must be within | 


the knowledge of the honourable gentlemen who are conducting the financial 
affairs of Canada. I am asking, Mr. Chairman, that you do not discourage or 
stop that because it is developing Canada’s exports, Canada’s imports and 
it is another avenue of which, sir, perhaps the members of this committee are 
not cognizant. I do hope that has the approval of the powers that be as 
represented ‘by our witness to-day. I do hope I have made myself clear. I have 
asked, perhaps, eight or ten questions, but I would appreciate it if Mr. Gordon 
would, perhaps, elaborate a little on this and tell us haut it. We are anxious 
to develop our Canada. We are in a tight spot Mr. Chairman by reason of 
sticking to the dollar and leaving sterling. Twenty years from now, sterling will 
be pretty nearly up to the top and I hope the dollar will be close to the top.— 
A. As you suggested, yourself, I think there are quite a number of considera- 
tions involved in what you have just said. 

Q. Quite—A. In the first place, I think I may have coatased you by 
reference to the 10 per cent leeway in the International Monetary Fund. That 
has no real bearing whatever on the point you are just making. All I intended 
to suggest there was that, under the rules of the International Monetary Fund— 

Q. Would you say it would go as high as 50 per cent?—A. Let me just 
explain. Under the rules of the International Monetary Fund, a member 
country may alter the value of its currency within a limit of 10 per cent and the 
Fund, as such, has no right to object to that action. However, with consulta- 
tion with the fund, a member country may move to any point agreed upon. 


By Mr. Hazen: 


@. Did the fund agree in the case of France?—-A. In the case of France, 
the fund did not technically agree in regard to what France did. There were 
certain phases of their action with which the fund did not agree but France 
went ahead in any event; that is one of the first cases, so to speak, which will 
be under discussion. 

I am just touching now on the rules of the fund as they stand. This 
reference to the 10 per cent, if you will forgive my saying so, should be washed 
completely out of the consideration you have here. It has no bearing on it. 

The second point, if I follow you correctly, I should make clear is that any 
person in the United Kingdom or industry may operate in Canada if it has the 
permission of the United Kingdom Exchange Control. They have to have the 
permission of their own fund to operate in Canada. 


By Mr. Harris: 

Q. Is there any ratio established for that?—A. No. Furthermore, any 
United Kingdom citizen may send capital to Canada if the United Kingdom 
Control will provide the dollars for him to do so. 

Q. Is not that rather a forlorn hope?—A. Wait a minute, Mr. Harris. 
You must remember Canada is a country interested in maintaining trade with 
the United Kingdom and the sterling area and also interested in having the 
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United Kingdom continue such capital investment as she may wish to make 
in our country. To this end, we have put up very, very large sums of Canadian 
dollars in the form of loans and grants. We authorized $1,250,000 of credit in 
1946, of which a very substantial amount has been used. We did not attach 
any strings to either loans—there were other loans previous to that—either 
loans or grants. We attached no strings as to how the United Kingdom 
authorities should spend those dollars in Canada. It is entirely in the hands 
of the United Kingdom authorities, themselves, as to whether or not they will 
permit those investments to which you referred. 

Q. Those loans were for wheat and bacon?—A. There has been a lot 
spent on food, yes.. Perhaps I should explain here— 

Q. It was supposed to be for wheat and bacon?—A. On that $1,250,000 
eredit, there are no strings attached at all. They have used a great deal of it 
for food, as you say. ; 

I will tell you one thing more. I am not quite sure whether I am in order in - 
putting this on record, so to speak, but I will take a chance. You may remember 
there was a $700,000,000 interest free loan granted to the United Kingdom some 
years ago. The general understanding at that time was that the proceeds of any 
Canadian securities which were held by the United Kingdom residents would, 
as they were liquidated on the market, be applied against the $700,000,000. 
While there is no compulsion whatever on the United Kingdom to sell these 
securities, in the natural course of events, United Kingdom residents who had 
some Canadian securities, due to the need for money by individuals or estates 
being settled and so on, sold these Canadian securities. There is a constant 
flow of Canadian dollars coming from the sale of these securities in the market. 

These Canadian dollars which come into the hands of the United Kingdom 
eee Control are, by agreement, applied against the $700,000,000 interest 
ree loan. 


By Mr. Dionne: 

Q. What is the balance left on this loan?—A. I have not the figures in my 
mind, but it has been written down by $200,000,000 or $300,000,000 out of the 
proceeds of these sales. The United Kingdom has been told, to the extent she. 
wishes to authorize new capital investments in Canada by United Kingdom 
citizens, she may use these dollars for that purpose instead of writing down the 
loan. In other words, these dollars are available to her out of liquidations for 
the purpose of Canadian capital investments by her citizens. 


By Mr. Blackmore: 

Q. That is, the remainder of the $700,000,000?—A. These dollars which 
would be applied in payment of the $700,000,000. 

Q. The dollars she would derive from the sale of securities?—A. Yes, she 
may use those dollars for new capital investments or the expansion of existing 
capital investments. The United Kingdom may authorize the use of these 
dollars for that purpose, so there is a means and quite a generous means whereby 
the United Kingdom authorities, if they wish to do so, can authorize capital 
investments in Canada. 

Now, touching on your second point, I think it is perfectly true there have 
been exports of capital from the United Kingdom to sections of the sterling 
area. These have been facilitated by reason of the fact it is, perhaps, easier 
to get that permission from the United Kingdom authorities than it is to get 
permission to invest dollars. However, that is a matter which is entirely for 
the decision of the United Kingdom authorities. It is not something Canada 
can influence, except to the extent we have already influenced it by making 
dollars available to the United Kingdom. 
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By Mr. Harris: 


Q. At the end of any particular period, it is pretty hard on Canada. In 
other words, it is much easier to get sterling for South Africa than it is to get 
sterling to be converted into Canadian dollars and have them flow to Canada?— 
A. I say it, apparently, has been the case. 

Q. I realize you cannot speak for the United Kingdom?—A. That is what 
I am saying. Apparently, it has been the case that the United. Kingdom 
government has felt it to be less burdensome on them or better policy to auth- 
orize the transfer of sterling to those areas than to authorize dollars for invest- 
ment in Canada. However, that is a matter of United Kingdom government 
policy. All I am pointing out is that there are enough facilities existing in 
respect of dollars. If the United Kingdom felt that it was highly desirable in 
her own long-term interest to establish capital investments in Canada which 
will, in due course, provide her with dollar earnings, facilities have been pro- 
vided for her to do so. 

Q. I wish there was some urgency which served to tickle their feelings? 


By Mr. Blackmore: 


(). The reason why the United Kingdom would probably consider it prefer- 
able to transfer her pounds to South Africa would be that South Africa would 
be in a position to buy more British goods than Canada would be able to buy? 
—A. I do not think that has been the restrictive factor because we, in Canada, 
have been eager to get much more goods from the United Kingdom than she 
has been able to provide. 

@. My idea is this; it is not that we lacked the willingness but, quite 
obviously, having developed our manufacturing to a high degree as compared 
with the manufacturing of South Africa, there would be many things which we 
are producing ourselves which South Africa would not be producing for herself? 
—A. That may apply to some extent in respect. of consumer goods for current 
consumption. I think I should make two qualifications; one is that the Canadian 
demand for United Kingdom consumer goods has been away in advance of 
supply during the post-war years. The second point is that which Mr. Harris 
was developing, as I understand it, the reference to capital investment and the 
transfer of capital to establish plants, of United Kingdom parents. 


For example, I think it is true to say there has been more assistance, if I 
may put it that way, given by the United Kingdom government to the establish- 
ment of such developments in sterling areas than appears to have been given in 
the case of Canada. I say that with considerable reserve because I cannot tell 
you exactly what has been the case, but I share Mr. Harris’ belief it is the case. 


Q. What I am doing is probing for some light on this whole matter. I am 
trying to think my way through from the standpoint of ordinary commonsense. 
I am not familiar with the industrial development of South Africa, but I would 
judge there are not nearly so many textile establishments in South Africa, for 
example, as there are in Canada?—A. Yet, at the same time one of our most 


intensive demands from the United Kingdom at the moment is in the field of | 


textiles. We could increase our import of textiles from the United Kingdom 
today by 200 or 300 per cent more than she has been able to supply. 


. There is a danger in our confusing between capital investment and con- 
sumption?—A. I am referring in this case to consumer goods. 


Q. We, in Canada, I would imagine, would not offer a very attractive field 
for capital investment in the textile industry?—A. That could be a very com- 
petitive field. In Canada, now, we have well established textile industries which 
would provide stiff competition for any new industries. 
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Q. Which are probably able to provide more than our people could use 
under normal conditions?—-A. Yes, although my recollection is Canada is still 
a deficit country in respect of textiles. We still import a lot of textiles to meet 
our normal demand. 

Q. Of certain types, but of other types we produce more than we use ?— 
A. Yes, but in those cases we would become exporters. 

Q. I do not know the exact figures, but I believe we have something like 
40 textile plants in Canada?—A. Yes, that is true, although the over-all picture 
is we are considerably short of textiles. We are heavy importers both from 
the United States and the United Kingdom. 

_ What has happened is this, and this is rather typical of the reasons for the 
difficulties with which we are confronted today. Pre-war, we were very heavy 
importers of textiles from the United Kingdom. During the war, the United 
Kingdom was not able to produce and, furthermore, there were reasons of 
shipping and one thing and another which made it impossible for us to get 
these goods from the United Kingdom. Therefore, we turned to the United 
States, particularly in the field of cotton imports. We increased our imports 
from the United States enormously. This was also influenced by the fact that, 
in war-time we had agreed on various types of allocations of goods through 
war-time Boards. The United States became a major supplier of textiles of 
different types which had not been the case previous to the war. The result 
was that our imports from the United States which cost us United States dollars 
mushroomed and reached a very large total, while our take from the United 
Kingdom was very much reduced. | 


How great was-the effect of that? In the restrictions which were put on 
on November 17, we were forced to reduce our imports from the United States 
in textiles to about 32 per cent of what we were taking in the year ending 
June 30, 1947. Applying the same rule, in terms of pre-war volume, to imports 
from the United Kingdom, we can take upwards of 400 per cent of what she was 
able to send us in the year ending June 30, 1947. To the extent that trade has 
switched over to the United States, that means the United Kingdom has not 
been able to earn dollars from Canada which she, in turn, could have used to 
buy goods from us. It also had an influence on us because, to the extent we did 
not get those goods from the United Kingdom, we got them from the United 
States and that cost us United States dollars. So that was one of the reasons 
for the restrictions; to close down or restrict imports from the United States 
and to increase imports from the United Kingdom to get ourselves into better 
balance. 


Q. One of the difficulties the United Kingdom probably faces is that, 
because of her own shortage of dollars it is more difficult for her to obtain from 
the United States raw materials with which to manufacture the textiles?— 
A. Yes, in part, that may be true. 

Q. Just a moment more on that matter of capital investment. It would 
probably be safe to assume, in the light of what we have said thus far that 
Great Britain, if she desired to invest capital in the textile industry, would be 
inclined to go to South Africa to invest it rather than to Canada where she 
would have to meet so much competition?—A. I would not care to answer that 
question because it depends so much on the facilities which South A‘frica would 
be able to offer. I do not know, from the standpoint of general facilities whether 
South Africa is a better place to establish a textile industry. 

Q. I find in the west and, pretty well all over Canada, there is an idea 
that Great Britain is discriminating against us, turning the cold shoulder on 
us when, as a matter of fact, what she is doing is the result of economic laws 
over which she has no possible control. Just as soon as we come to understand 
that, then we will begin to seek economic causes rather than blame Britain 
because she reacts to them? 
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By Mr. Dionne: 


Q. Mr. Gordon, you just said we could absorb 200 or 300 per cent more 
textiles than the quantity imported last year. According to the reports in the 
newspaper, we Imported about 275,000,000 yards of textiles last year which 
amounts to a little over 22 yards per person, including babies, not taking into 
account Canadian production. I should like to ask you to substantiate your 
declaration in which you said we could import 200 or 300 per cent more than 
last year?—A. I am just basing that on the actual circumstances when I use 
those figures. I am using them in the over-all sense. There are certain types 
of textiles which we do not want and do not need. However, there is still a 
very heavy demand for other types such as British woollens, for example. It 
is certainly true we have not yet reached the pre-war total of imports from 
the United Kingdom. 

@. I do not think we will ever reach it?—A. Mind you, to the extent we 
Increase our imports from the United Kingdom along certain lines, we will 
probably reduce our dependence upon the United States. 

. I do not think we will ever reach the total of pre-war imports of goods 
from England so far as the textile industry is concerned, due to the moderniza- 
tion and expansion of the Canadian textile industry. Now, the export market 
is closed to the Canadian textile industry and many others. You cannot export 
to Australia, New Zealand, British West Indies or India. You cannot export 
textiles and many other items to those places. 


Mr. Birackmore: What does Mr. Dionne think is the reason, Mr. 
Chairman? 
Mr. Dionne: I do not know the reason. 


The Wirness: You are talking about export controls, now? 

Mr. Dionne: I shall give you an example. In the House of Commons the 
other day, we heard an order for over $100,000 worth of textiles was turned 
down by the government of India. I looked up the record and I saw we 
exported $4,000,000 worth of goods to India last year and we imported 
$10,000,000. I asked the Minister of Finance about it.. I said, how is it these 
Canadian firms cannot get the money to pay for this order of textiles? He 


did not know. I told him in the House of Commons I took it for granted this ~ 


$6,000,000 had gone to England. I have had no answer as yet. Gradually, 
the sterling area is closing the market to Canadian. goods. Anyone who is 
familiar with trade will admit that. 

The Vick Cuairman: Following up your idea, Mr. Dionne, the goods 
which are available for export would be used in Canada and, therefore, reduce 
the amount it would be necessary to get from England, is that it? 


Mr. Dionne: The goods which are available for export here, we cannot 
sell in Canada because they are manufactured in such large quantities. 


Mr. BiracKmore: Would Mr. Dionne mind naming one particular kind of 
textile? 


Mr. Dionne: All kinds of textiles we are importing from England. You 


can take it for granted that when you have English goods on the Canadian. 


counter and you compare them with Canadian goods, the English goods will 
have the preference in most cases because the consumer has been educated 
to the idea that English goods are better than Canadian goods, 

Some members of parliament with whom I was talking yesterday were 
declaring positively there was no comparison between the suits they were 
getting made out of Canadian materials and the English materials. They went 
so far as to tell me that leather could not be properly prepared in Canada. 
They said the leather was sent to England, prepared and sent back here. 
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This idea has been adopted by a large portion of the population. Most 
of the up-to-date ladies when they go to Morgan’s, Eaton’s or Ogilvie’s, and are 
told this material is imported from England; it is the London style, will forget 
about Canadian goods right close by even if it is better quality and will gir 
preference to the English goods. We are favouring the English market. I do 
not know if England is responsible for it, but the sterling area market is being 
closed to us. 


Mr. BuackmorE: What I am wondering, Mr. Chairman, is this— 


The Vicke-CHAIRMAN: Are there any questions to be asked of Mr. Gordon? 
This discussion is interesting, but Mr. Gordon is here and I should like to © 
release him before lunch time if possible. Are there any questions anyone wishes 
to ask Mr. Gordon? 


Mr. Buackmore: I arn trying to use Mr. Gordon as the last court of 


appeal; I want to trace this thing out and let him listen and correct us if we are 


wrong in our deductions. I am wondering—and my wonder arises from having 
met on the train at Easter a representative of an English firm producing goods— 
I am wondering whether or not their turning away from us is not the result of 
their commitments under this Geneva trade agreement, because this man told 
me something I hardly dare mention without being able to verify, that because 
of the commitments which Great Britain had entered into in this Geneva trade 
agreement it was impossible for them to sell their goods in Canada at prices at 
which they would otherwise have sold their goods and consequently he was 
going home without orders after travelling throughout Canada, although they 
had an abundance of supplies. 


Mr. Dionnn: How can you exlain that the English goods that are being 
offered on this market are sold between 30 and 40 per cent cheaper in England 
than to the exporters? 


Mr. BuackmMore: He touched upon that very thing. I am sorry I did not 
know enough about it—but he touched on that very thing; he said it was 
impossible for them to sell in Canada at the rates they would have been willing 
to sell at. 


Mr. DionNE: Because they are asking too much money for their goods. 
Last year there were 102 textile firms in England, and they have tremendous 
plants; when you talk about textiles in England you are talking about real 
plants and the profits they made out of their business was 14-71 per cent. They 
have never made such profits from 1920. That is the only year for which they 
had a comparable revenue and their market last year was mostly confined to 
the sterling area. We did not have much, according to Mr. Gordon—he has 
just confirmed it—we did not have much of this material. They were selling 
their textiles at prices much cheaper than they offered them here. If I had 
brought my papers with me they would have shown you that rayon goods 
sold in the English market at 45 pounds and we are being asked 59 pounds 
for them here. 

Mr. Buackmore: This is right in line with what this man said. He said 
the reason they were doing that was because of some commitments under the 
Geneva trade agreement. 

The Vice-CHAIRMAN: This discussion is most interesting, but you should 
ask your questions of Mr. Gordon directly instead of giving evidence yourself. 

Mr. Dionne: If the agreement compels England to sell her goods for export 
at 50 per cent higher than her home consumption I do not see any benefit 
derived from this agreement. 


Mr. Buackmore: I am doubtful about the benefits of this agreement. 


Mr. Dionne: I do not think this has been contracted with this idea in 
mind. In addition to what I was saying, the raw material— 
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The Vick-Cuarrman: Mr. Dionne, have you any direct questions to ask 
Mr. Gordon? 


Mr. Dionne: I am sorry to say, frankly, that I am not a master of the 
English language, so please do not feel offended if I use words which may sound 
a little rough. I cannot believe you are right when you say we could absorb 
200 or 300 per cent more material than we imported last year. Last year I 
ain told we imported 275,000,000 yards of textiles. 


The Wirness: The fact is, Mr. Dionne, if you look at the adjustments 
announced in the budget there was a reduction in the British tariff in order to 
encourage or help the British sale of textiles in Canada. What you say is true; 
their prices had retarded imports by Canadians. Canadians were finding the 
laid-down prices of British goods in the Canadian market pretty high as 
compared with domestic or United States manufacture, and that adjustment 


was an effort to help the competitive price factor and increase sales in-the-* 


Canadian market. Now, I shall not labour my point. I state my belief that if 
the British could produce—if the British had a surplus toe supply, the Canadian 
market would in fact absorb a very large increase in textiles, particularly having 
in mind that since November 17, 1947, we have restricted the imports of 
textiles from the United States. It seems to me to follow in logic, that having 
cut down by 68 per cent the imports we were taking from the United States 
the Canadian demand would be bound to turn to the United Kingdom because 
our domestic supply is not adequate to meet that demand. 


Mr. Dionne: This demand from the United States last year was unusual 
on account of the shelves being empty and the Canadian industry could not fill 
‘the shelves. I do not expect we will ever witness such a buying spree as we 
had last year. That does not concern only textiles. 


The Wirness: The fact is that we are buying all the British textiles 
they can supply. The evidence in Canada is we would buy considerably more 
if we were able— 


Mr. Dionne: That is not what I hear. I hear that the buyers do not want 
to buy the English textiles because of the very high price. 


The Wrrness: Yes, the price is a factor. 


Mr. Dionne: I am not ready to admit that the government is 100 per cent 
overproof when they introduced that legislation of dropping duty on textile 
goods because if England needs more trade and wants Canada to absorb the 
goods they should drop the price on the local consumption instead of selling 
their goods here at fancy prices. : 

The Wrrness: I have no quarrel with your opinion. 

Mr. Dionne: No, I am not quarrelling with you; I am just not ready to 
accept that view. 

Mr. Trmmins: They can get much fancier prices in the United States for 
the same commodities, 

The Witness: I doubt it. I think what Mr. Dionne says is right; there has 
‘been a consumer resistance against the high price of British textiles. We could 
probably absorb more textiles in this country right now if the price was more 
reasonable. I carefully mentioned that the change in the tariff was an effort 
to help them get their price in our market closer to the competitive price. 


By Mr. Timmins: 


Q. I know many cases of Canadian importers who were desperate to get. 


textiles and who turned immediately to the English market as soon as the 
import controls came on—A. That is right. There is a big demand. 
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Q. They have not been able to get those orders filled that they placed away 
back in October and November.—A. That applies to certain types; there have 
been other types that have been available and which our consumers resisted 
because the prices have been too high. 7 

There are one or two points I would like to go back on. You referred to 
the sterling area and to Canadian goods. You must have in mind that for 
exactly the same reason the United States exporter in a lot of lines of goods. can 
make the same objection to Canada, because we are doing the same thing; 
and the reason in both cases is the same: we are short of dollars and the United 
Kingdom is short of dollars. Canada is short of dollars for a number of reasons, 
and our import restrictions have had the effect of closing or restricting the 
American market to a number of United States imports. 

Mr. Harris: That also applies to the United Kingdom. 


The Wrrness: In a minor part. That is due to technical reasons covering 
the non-discriminatory approach to restrictions. 

Mr. Dionne: I think this idea of being short of textiles has been created 
by people who have come into the trade since a year or two and wanted to 
build up a situation to handle textiles and took advantage of the shortage of 
textiles that existed in Canada at that time to get orders. Now, when they came 
to the Canadian manufacturers they were likely turned down with the answer, 
“We cannot supply you with the goods you need”; because these Canadian tex- 
tiles have had their natural outlet for years, and they were not ready to accept 
orders for $100,000 or $75,000 of the same kind of material from strangers 
who wanted to compete with the natural outlet of the Canadian manufacturers. 
I think that is why we have heard of Canada being short of supplies. 


The Vicr-CHairMAN: Now, gentlemen, we have been going on with: this 
discussion for about an hour, ‘but the purpose of our meeting was to hear Mr. 
Gordon discuss the general situation with relation to the Geneva agreement. 
We seem to have gone a long way from that. 


Mr. Timmins: I think we all still have some questions to ask Mr. Gordon 
as to the general application with respect to the Geneva agreement. The point 
is, May we continue with him now? 

The Vice-CHatrMan: We can continue with questioning; but I wish the 
members of the committee would refrain from making speeches. If they 
want to make speeches we will have another meeting later on when Mr. Gordon 
is not here. , 


Mr. Buacxmore: Mr. Chairman, I know why you are worried; you are 
afraid that we are not using Mr. Gordon’s time properly, but one of the vital 
things we have to know in respect to this treaty is that, if it is not now working, 
why is it not working now? What is the reason why the sterling area is being 
closed against our exports? 

The Vice-CuarrMan: I think Mr. Gordon has already answered that 
question. You may put it to him again. 

Mr, Buackmore: But Mr. Dionne’s observations do not seem to be -in 
harmony with Mr. Gordon’s general observations, and that is why we have 
probed into the matter. 

Mr. Dionne: He answered that. 


Mr. Prope: May I ask a brief question of Mr. Gordon? In connection 
with our Foreign Exchange Control Board transactions, the American dollar 
with respect to the Canadian dollar is at par and vet at the same time with 
respect to what can likely be voluminous transactions in the free exchange 
market at New York the American dollar has a varying premium of from 8 to 
10 per cent. Would Mr. Gordon comment with respect to Canada’s position as 
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an international trader, whether this double market, the official and the free 
market have a disadvantage or an advantage to the Canadian position? 

The Witness: The unofficial market in Canadian dollars which operates 
in the United States, mainly in New York, really is a very limited market. It 
represents Canadian dollars owned ‘by non-residents—for my immediate purpose 
that is an American resident—and those Canadian dollars have come into his 
possession by reason of various permitted types of transactions, particularly 
the sale of capital assets in Canada. When an American comes into possession 
of Canadian dollars, if he has no other immediate use for them in Canada, he 
will seek another American resident to whom to sell them. That constitutes 
what we call the unofficial market—a market that exists between non-residents. 
No Canadian is permitted to deal in that market. It is for non-residents with 
Canadian dollars and those Canadian dollars that are traded in are for limited 
purposes; they cannot be used to pay for Canadian exports, for example. 

Mr. Harris: Does the same thing apply to the pound sterling? 

The Wirngss: Yes, the unofficial market is for limited purposes sterling 


notes. But the rate in the unofficial market for dollars has really no bearing in. 


respect of the trade transactions going on. That market handles practically 
no transactions arising out of trade. 
Mr. Prope: You would not care to hazard the daily average of the trading? 
The Wirngss: No, it fluctuates greatly. I would say that on the volume 
of transactions over the year—I am taking a guess—it would be of the order 
of 3 or 4 or 5 per cent of our total transactions. 


By Mr. Timmins: | 


Q. Mr. Gordon, right now Canada and Newfoundland are the only two 
countries in the British empire which apparently are not in the sterling area? 
—A. That is right. 

Q. In as far as the British preferences are concerned, although they may 
work in our favour, not being in the sterling area apparently is the big block 
which prevents us from selling our goods and exporting them into these various 
dominions and countries which form the British empire and the sterling area? 


A. That is a very important point and I am glad you brought it up. To answer. 


it, we have to ask ourselves why we did not join the sterling area. 

Q. Yes, that is what I am coming to.—A. In the first place, if Canada 
were to join the sterling area we would give up control of our own expenditures 
of dollars; we would not be free ourselves to determine what we would use 
dollars for, because all the dollars would belong to the central pool. 

Q. We would be governed by the bank in Great Britain?—A. Yes, the 
United Kingdom is the banker of the sterling pool and would have the right to 
express views to us as to what we would spend our dollars on. Technically 
the United Kingdom permits the individual members of the sterling area to 
make their own decisions as to what they will do without when they put on 
import restrictions. The fact of the matter is, however, that if the dollar pool is 
running low the United Kingdom would have a perfect right to say in what way 
they should restrict their imports. Now, the second point is— 

Mr. Buackmore: May I interrupt? You used the word “they”; that they 
would have a perfect right to say. aes 

The Wirness: The members of the sterling area. I am dealing now with 
a look-see of what would happen if Canada became a member of the sterling 
area. 


Now, in the second place, if we joined the sterling area that doese not mean | 


in any way that the United Kingdom would be able to buy everything in sight 
from Canada because if we sold goods to the United Kingdom for pounds 
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sterling and accumulated those pounds sterling, since we would not have a use 
for them, then it has the same effect as giving credit to the United Kinedom, 
of extending more credit; and the real essence of the thing is how much credit 
can we afford to give to the United Kingdom. It does not mean that we could 
allow the United Kingdom to take all our goods at any rate she chose. . 

The next thing is that the United Kingdom itself would, in all probability, 
not wish to set up a mounting debt to Canada which would have to be 
liquidated at some time or other, She would probably take the same view as 
now and she would do without rather than continue increasing debt. 

And another thing that is very important is that in those circumstances 
we would still be in trouble about our United States dollar requirements because 
the United Kingdom pool, the sterling area pool of dollars, would still not 
enable us to buy freely from the United States, and we come back to the first 
point: we would have to restrict our purchases, but in those circumstances 
we would have to join with the United Kingdom in deciding how far our action 
should go. 

Mr. Brackmore: I would like to ask Mr. Gordon if he could give in a 
comprehensive way, without too much effort, just what are the limiting factors 
which determine how much we could afford to lend to Great Britain? 

The Wrrness: I think that can be done simply. If I am not clear I may 
have to elaborate. The limiting factor is the overa-all balance of payment sur- 
plus that we have with the world. In other words, we import a certain amount 
of goods from all the world, and when I say goods I include services, Income 
items and so forth. We import so much; we sell so much; if we sell more than 
we buy we have a surplus, and with regard to that surplus we can decide to 
give it away or to lend, as the case may be. 

If we have not got a surplus and we still give away our goods or lend them, 
as the case may be, then the only way we can handle that situation 1s to 
draw upon our own foreign exchange reserves; and that is exactly what took 
place. We did not have in 1947 the kind of a surplus that would have enabled 
us to lend as much as we did, and, therefore, over the years 1946 and 1947. our 
foreign exchange reserves were reduced by about one billion dollars by reason 
of the credits which we had extended. 


Mr. BuackmorE: You said we did not have the kind of a surplus; could 
you elaborate on that and give us an idea of what you mean by the word 
‘kind’? You do not mean the size so much as the quality? 


The Witness: Yes, the size of the surplus. If we export more than we 
import we have a surplus of goods. You can think of those goods in terms of 
United States dollar value or sterling value or any other value, but to the 
extent that we export more than we import then we can take that surplus and 
either give it away or set it up in the form of a loan; and the loans that we 
have made have usually been expressed in Canadian dollars so as not to raise 
questions in later years when the time comes for repayment, as to the rate 
of exchange. 


Mr. BuackmorEe: One would be correct in saying that in the years 1946 
and 1947 we did not sell on the whole more goods than we bought from the 
world as a whole? 

The Witness: No, we did not sell to the world as a whole more goods than 
we bought plus what we gave away. 

Mr. Macauts: It is because we have engaged large amounts of money in 
credits that our surplus was engaged in advance? 

The Witness: That is right. We extended credits and from an economic 
point of view when we extended credits to the United Kingdom and other 
countries we really gave away those goods. 
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Mr. Marquis: We exported them? 
The Witness: Yes; they were paid for out of these credits. 


By Mr. Blackmore: 
‘ @. We gave away more than our favourable trade balance?—-A. That is 
right; and, of course, when we gave away more than our favourable balance 


there is only one way we could pay for our imports, and that was out of our 


accumulation of foreign exchange reserves, that is our holdings of gold and 
United States dollars. 

Q. As a matter of fact we had to let the United States supply the goods 
we were not able to supply to meet our loans?—A. We paid for everything we 
got from the United States; everything we imported we paid for in cash. 

@. We had to depend on the United States to supply the goods to make 
up the difference between our favourable trade balance and what we loaned?— 
A. We had an unbalance with the United States. We bought from the United 
States nearly two billion dollars worth of goods in 1947; we sold to the United 
States nearly one billion dollars worth of goods; so we had a deficit with the 
United States which under normal multilateral trade conditions we would have 
made up by selling our goods to other countries and getting their currencies 
in exchange for them, and selling those currencies to the United States and 
getting United States dollars, and so we go on. That is really the eseence of 
multilateral trading. 


By Mr. Timmins: 

@. The Canadian Exporters Association sent a brief to the Department 
of Trade and Commerce for consideration. I presume that is probably the 
reason why they have not had a witness here; but in a nutshell their contention 
seems to be that all over the sterling area the barriers are going up against 
Canadian exports. Now, you have explained why. The Financial Post of last 
week says: . 

Clearly Britain, in her role of the sterling area banker, has been 
tightening the rein all along the line and attempting to enforce a measure 
of austerity throughout the sterling area more in line with her own 
position, 

That quotation goes on with a paragraph: 
Where might new dollars come from? 


My question predicated on those few words is this: Geneva tariffs and the 
Geneva agreement—the charter that came out of Geneva is not going to solve 
the problem we have immediately in Canada, which is to get our Canadian 
exports into those various parts of the United Kingdom. How are we going to 
bring it about? Are we going to bring it about by means of an empire trade 
conference where some machinery can be set up so we can get our Canadian 
exports into those markets as we previously did in the British empire, or since 
everybody seems to agree that trade, no matter how it may develop, or from 
what cause it may develop, is all in the best interest of the world, are we going 
to have to go into the business of barter with the various members of the 
British empire, the same as Germany did prior to the last war with Brazil and 
Argentina? Germany did not have currency at that time that could be used 
in the markets of the world and so she set up a tremendous barter system with 
several countries and it worked. . Now, I am asking whether or not you can 
foresee that either one of those suggestions I make might bring about the 
continuation of those Canadian goods getting into those United Kingdom 
markets with the sterling area members?—A. The first question is where the 
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dollars are going to come from. Basically there is only one long-term correction 
in regard to the currency unbalance that exists throughout the world today, 
and that is that various war-ravaged countries will increase thier productivity, 
restore and expand their productivity in such a way that they will earn enough 
exchange, particularly dollar exchange, to pay for their imports. Now, Geneva, 
as I understand it, is designed in general to lessen the influence of currency 
groupings and to maximize the possibilities for multilateral trade; and with 
that in mind it certainly would tend to reduce our difficulties in selling in the 
sterling area or in other currency areas. 

Q. I agree with you; but unfortunately there does not seem to be any 
machinery in Geneva to assist us to get over that—A. I do not think at Geneva 
it was intended or designed to cure the currency problems of the world which we 
find in existence today. First, we must cure the currency difficulties, and having 
cured those, Geneva will have a chance. 

Q. I feel that is right; I am wondering what we do in the meantime, because 
we are at an impasse—A. What has been done in the meantime—what is being 
done in the meantime is that this country and the United States have embarked 
on a tremendous scale of loans and gifts in order to give those countries a chance 
to restore their productivity. We have put in enormous amounts of goods as a 
country, and the European recovery program has started off with $5,800,000,000. 
With that in mind for the first year, and the thought that for three years there 
will be a continuing program, the hope is that that program of assistance from 
Canada and the United States will be sufficiently large to enable those countries 
to get back on their feet and function as fully productive units. Whether or 
not we will achieve that hope only time will tell; whether the program is suf- 
ficiently comprehensive and big to deal with the tremendous problems that still 
exist, only time will tell. If it does not work, achieve its objective, then we 
may be driven into the horrible headaches of bilateral deals, such as you 
mentioned, but the whole idea of Geneva, and of the establishment of the various 
international organizations—the whole idea has been to avoid the development 
of the very things you fear. 

Mr. Buacxmore: Mr. Chairman, it is now 12.30, and I would like to 
express to Mr. Gordon our great pleasure in having him with us today. I have 
enjoyed this session. I think we should hear from him further. I am wondering 
if we should not close now and ask Mr. Gordon to come back again? 

The Vick-CHAIRMAN: If there is any chance of closing by 1 o’clock I am 
sure it would suit Mr. Gordon’s time better. 


Mr. Buacxmorr: I think the questions I have to ask Mr. Gordon would 
take longer than that. . 

The Wrrness: I am at the disposal of the committee. I do not like to haggle 
about my time. There are a number of important things coming on and also 
L have to leave town on Thursday and I have a lot of work to prepare before then. 


Mr. Buackmore: I do not wish to hold Mr. Gordon up, but I know these 
other gentlemen have a lot of questions to ask. This is the kind of question I 
would like to ask Mr. Gordon: has the time ever been since World War I when 
the world was able to get enough United States dollars? If the time has been, 
let us know when that time was; and if it has never been then what justification 
have we in hoping that we shall be able to obtain within the next twenty years 
a state of production in foreign countries in respect of the United States which 
has not been obtained in the past twenty years? It is quite clear that the 
probe into that general problem will take time. The importance of the question 
is quite apparent from what Mr. Gordon has said. The whole success of the 
Geneva trade agreement is based upon this possibility that we shall be able 
to get the production in the foreign countries up to the point at which they will 
be able to offer enough goods to the United States which the United States will 
accept to enable them to obtain enough American dollars to pay their expenses. 
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Now, in a general sort of way I say that is not even a possibility worth 
considering in the light of what has happened in the last twenty years, and 
fundamentally I question the value of the whole trade agreement. Mr. Gordon 
has made a pronouncement of that kind today; Mr. Deutsch, the last time he 
was here, expressed the same pious hope that we would reach production 
sufficient to clear away all our difficulties: quite obviously we have got to the 
point that calls for most careful explanation of all these matters. 

‘he Wirness: May I break the rules of the committee and ask the 
questioner a question? I would like to ask Mr. Blackmore this question: If you 
take that attitude; if you reach the conclusion that the world will never get 
into the condition you have suggested is necessary, then what is the alternative? 

Mr. Buackmore: Mr. Chairman, I would be happy to answer that question 
in more detail; I shall be happy also to give the evidence upon which my gloomy 
conclusions are based, going back over the last twenty years. I have in my hands 
a document which will be of extreme value to the members of this committee and 
which I think has a very important bearing on the subject before us, more so 
than any other document. It is called “The United States in the World 
Economy.” It was published in the United States in 1943 and is the result of 
a finding of a committee of the best experts available. 

Now, the information in that booklet is not very bright in its implications 
in respect of the success of the Geneva trade agreement, bearing in mind that 
this success must be predicated upon the hope that Mr. Gordon and Mr. 
Deutsch expressed. Now, the alternative is given here also in this document, 
and in my judgment it is fundamental to our whole study. 


The Wirness: All I can do in the committee is try within my limited* 


ability to explain those certain things which are being done; I do not think I 
am capable of engaging in a debate with Mr. Blackmore. 


Mr. Buackmore: I would not debate. 


‘Nhe Witness: I mean that seriously. I do not think I am capable of © 


doing it; and moreover I am not sure of the propriety of my attempting it. My 
position here must be to try to explain the reason for the establishment of those 
organizations as best I can, and then the committee has to form its own 
judgment as to whether the policies back of them iare something they wish to 


support. I do not want to be put in the position of defending the policies. I 


am here to explain how the mechanisms work and how tc make them work. 


Mr. Buacxmore: I believe Mr. Gordon really deserved a more positive 
answer. 3 


The Wirness: I will withdraw the question. I was out of order. 


Mr. Buackmore: No, I think the question was in order, and I say that 
as far as I can judge, with my own limited intelligence, the only time during 
the twenty-five or thirty years during which the world has had enough American 
dollars was the time when the United States was using the lend-lease system 
and using the mutual aid system. During that time the world had United 
States dollars. Now, the alternative would have to be to arrive at a state of 
international organization such as we can have, a resumption of the lend-lease 
arrangement. I am inclined to recognize that as a committee we will find in 
this Geneva trade agreement no attempt at solving our real problem, and 
something which, unless we solve the fundamental] problem, will be a disadvan- 
tage rather than an advantage. 3 

Mr. Harris: It-may not necessarily solve the problem, but it might 
help us. 

Mr. Buackmore: I do not wish to say too much, but I must say frankly 
and honestly, and I say I can produce evidence, that having become a member 
of this agreement we are in a worse position to solve our problem than we 
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would be if we did not have the agreement at all. We have the evidence Mr. 
Timmins has referred to. What has actually happened is conclusive evidence 
or strong evidence that the thing is not working. It is like the International 
Monetary Fund and the world bank for reconstruction; what good was the 
thing? 

The Vicke-CHaiRMAN: Mr. Blackmore, may I be permitted to say that 
| at the moment you are making a declaration and not asking a question. If 
(| you wish to make a declaration you can do it when Mr. Gordon is not here. 
Have you any questions to ask Mr. Gordon with respect to the Geneva agree- 
ment? If there are no more questions to be asked of Mr. Gordon then I think 
we might thank him for attending our meeting. | 


Mr. Harris: There were one or two questions which were not answered. 
Mr. Gordon made observations with which we all agree, I think. I am not going 
to make a speech; I am going to ask a question. We are all anxious to have 
; something that will work for the general benefit of us all and to put the world 
on its feet, and my question is based on this: we recognize that in Europe and 
in the United Kingdom they have the know-how which might be used to 
develop our natural resources. They have the technical knowledge—what we 
call the know-how. They have that in the United Kingdom. They are unable 
to come over here and use it for the simple reason that they cannot get 
Canadian dollars to develop the technique that they have in England and in 
Czechoslovakia. Now, my question is this: is there within your knowledge, 
sir—I am speaking to the witness through you, Mr. .Chairman—is there 
within your knowledge a movement of Canadian dollars by the banks of 
Canada who in turn hold as their security the deposit of pounds sterling—is 
there a development going on in’Canada, using the know-how of, we will say, 
the United Kingdom backed by the few dollars they are able to raise from 
the banks? Is there a bank appropriation being provided to our United 
Kingdom friends at the present time from deposits of pounds sterling in the 
United Kingdom for the use of their know-how to develop industry in Canada 
so that Canada in turn might be in a position to increase her trade and exports? 
In other words, do you know about it? 
The Witness: I do not recognize that kind of transaction that you 
deseribe now. 


By Mr. Harris: 
Q. This can be recognized.—A. When I say I do not recognize it, I mean 
I do not identify the kind of transaction you gave, namely, pounds sterling 
against Canadian dollars. There have, of course, been cases where the United 
Kingdom control have authorized the use of Canadian dollars for British 
capital expansion in Canada. That has been going on to a very limited extent. 
Q. What is the ratio of dollars to pounds in that case?—A. I say I do not 
identify the kind of transaction that you have in mind. I take it what you have 
in mind is that there are transactions where the pound sterling is being used as 
collateral security against loans? 
Q. Yes.—A. I do not know of specific transactions of that kind. 

) Q. They are not recognized by Canada?—A. Let us understand the word 
“recognize”; it can be used in two senses. There is nothing in Canadian regula- 
tions prohibiting that kind of transaction. 

Q. There is nothing in Canadian regulations prohibiting that kind of trans- 
action?—A. No. If the United Kingdom government chose to authorize people 
_to borrow money in Canada our own regulations would permit it. 

Q. Against the deposit of pounds sterling?—A. That would be an addi- 
tional part of the transaction that might occur, but does not necessarily affect 
the transaction. 
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Q. You have no knowledge of the ratio?—A. As against collateral security? 

Q. Say, 100,000 pounds sterling—would that rate as $100,000?—A. I 
question very much whether there have been transactions of that kind; I do 
not know of them. 

Q, There are, you know—A. There could be, but I do not know about 
them. 

Q. What would be your view with regard to that? Do you not think that 
that would work out to. the general advantage of Canada, inasmuch as in the 
United Kingdom there are piles and piles of British pounds having great 
difficulty to find investment?—A. It would work out to the advantage of Canada 
if the United Kingdom permitted capital investments in Canada for capital 
expansion purposes. 

Q. Mr. Chairman, the United Kingdom may not have the say-so or the 
permission; it is for our Canadian banking system—A. No, a United Kingdom 
resident could not borrow from a Canadian bank in Canadian dollars without 
the permission of the United Kingdom foreign exchange control. 

Q. Have you any idea of the ratio that that would be—would it be a pound 
for a dollar?—A. No. I have never seen transactions of the kind you have 
mentioned. 

Q. Mr. Chairman, in order to develop Canada’s trade and get into Canada 
the know-how of our friends in Europe and the United Kingdom I ask this 
question of the witness. Is there not some method by which we can import into 
Canada the know-how of many hundreds of years in Europe and the United 
Kingdom, and at the same time let them have Canadian dollars to develop 
their know-how on our natural resources so that in turn we might be able to 
increase our world trade in Canada? Is there not a method within the banking 
regulations of this country by which this pound sterling accumulation which is 
of great magnitude in the United Kingdom could be used here in Canada to develop 
their know-how on our natural resources, to help our trade, or is it the alternative 
that we are going to drive these pounds sterling to South Africa, to India? 
They are going to India right today while we are here, to India, Australia 
and New Zealand. Is there no method by which Canada could not participate? 
—A. The pound sterling accumulation in the United Kingdom has nothing to 
do in any way, shape or form with the possibility of United Kingdom develop- 
ments in Canada. The question really is how many Canadian dollars can thé 
United Kingdom provide for that purpose. You ask me if there is any way 
whereby the United Kingdom can do so, and my answer is yes, if Canada felt 
herself able to extend more credit. | 

Q. There is no way of developing a ratio? Surely, Mr. Chairman—I am 
asking the witness a question—surely the English pound must be worth some- 
thing in terms of Canadian dollars—A. If we were buying pounds at any rate— 
just forget the rate—if we were buying pounds which we could not in turn use 
_ the effect would simply be that Canada was extending more dollar credits to the 
United Kingdom. 

Q. Of course, the witness says ‘we’ but he means the government of 
Canada.—A. I mean Canada. 

Q. When I say “we” I have in mind all these private enterprise individuals 
who are anxious to import into Canada United Kingdom know-how.—A. There 
is nothing to prevent a Canadian resident, nothing to prevent Mr. Harris him- 
self, if he wishes to lend his money to a Britisher to develop in Canada. 

Q. Perhaps some of us have already done that to the tune of a hundred 
thousand pounds, and the pounds are lying over in England. That means we 
have to go to the United Kingdom to live the rest of our natural lives in order 
to import their know-how.—A. You are asking me if there is a way of doing it. 
I am simply replying; I am not advocating it. 
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Q. What I am trying to get from the witness is the way of doing it. Is it 


‘honourable and within the confines of the general administration of the witness’ 


department? . 

The Vice-CuairMANn: Are we not going a little far from the Geneva Agree- 
ment? 

Mr. Harris: Not at all. If you are going to take that attitude we will go 
right to the mat on this matter. I say to you within the last few months a 
million dollars worth of trade came out of the United Kingdom, came out of 
Australia and New Zealand into this country, imports which certain elements 
like to see coming in, and exports are loaded in Montreal this very day to pay 
for those imports. That is trade in Canada. 

What I am trying to get at, and I will go right to the mat on it if it is 
necessary— } 

The Vice-CuarrMAN: Excuse me; is this a declaration you want to make 
or a question you want to ask? 

Mr. Harris: It is a question I am asking the witness. 


The Vice-CHaiRMAN: Then ask the question. 


By Mr. Harris: 


Q. Is there not some means by which we can import into Canada the know- 
how of our friends overseas in order that we might utilize our natural resources, 
which today are being loaded on steamships in Montreal in raw material 
form at a price of less than a cent a pound, and are coming back today into 
the harbour of Vancouver, 20 per cent of that product, at $1 per pound? Is 
there no way in which the general interests and the general advantage of Canada 
can be helped so that we can import into this country their know-how, their 
industries, which are far beyond the requirements for their own natural con- 
sumption in some cases? Can we not have them here, and the thousands and 
thousands of pounds which are idle? Is there no mechanical means by which 
the Department of Finance or our witness can tell us how we can get those 
British pounds sterling into Canadian dollars which might be used for capital 
investment in this country and develop products within the confines of this 
country? I am looking at my honourable friend from Lethbridge and my 
western friends who know that thousands of tons of raw material are lying 
‘dle in the western provinces, which if we only had the British know-how 
could be moved up in value from 2 cents a pound, 20 per cent of the product, 
to $1 a pound to supply the very same articles which are being imported into 
Vancouver today? What I want to get from you, witness, is this. Is there not 
some method of getting those British pounds sterling into Canadian dollars so 
that industry might be developed here to expand the trade of Canada? It is 
being done now; it was being done during the last 24 months. I have been 
twice to England on the job myself. It has been done to the extent of a quarter 
of a million dollars already. 


Mr. BuAckmorE: What is being done? 


Mr. Harris: What is being done? British pounds sterling deposited with 
one of our Canadian banks in London, England, by the know-how of the people 
I am referring to in order that they in turn might develop different factories 
here in Canada by the use of bank overdrafts provided by the same banks 
which accept in turn the deposit of the pounds sterling in London. There is an 
opportunity for the expansion of trade in Canada. I am trying to extract from 
this committee, by way of your witness, if that is a grey market procedure? 
If it is I want nothing to do with it. I do not think it is a black market 
procedure because it has the approval of the Treasury Board of the government 
of the United Kingdom, but surely our Department of Finance must know 
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something about it. If it is wrong and immoral no member of the committee 


wants to have anything to do with it, but if it is right and it is going to extend 
the trade of Canada let us have it. Our resources are being wasted at the 
present time. Let us have it. I am trying to get from the witness if his depart- 
ment knows anything whatsoever about a movement of that kind of Canadian 
dollars into capital expenditure in Canada under and controlled by the deposit 
of a number of pounds sterling in London, England, by our Canadian banks 
which are in Canada. Is it good business? Is it for the general advantage of 
Canada, and if it is immoral, none of us want to have anything to do with it. 
I think it is moral and necessary, but I should like to get a declaration from 
the Department of Finance as to whether they know anything about it. If they 
do not know anything about it then why do they not know something about it? 

The Witness: Mr. Harris, you are describing and repeating a particular 
kind of transaction. My reply to you is that there is nothing to prevent a 
Canadian bank, a Canadian citizen or the Canadian government from making 
loans to a Britisher for the purpose of engaging in capital expansion in Canada. 


By M r Hares: 
Q. Loans in Canadian dollars?—A. He can make loans in Canadian dollars. 


The government, a bank or an individual, if they so choose and feel it is good | 


business, can make advances on loans to Britishers for any purpose they wish. 
Now, if in addition—if in a particular transaction the individual or the bank 
or the government, for that matter, chose to take pounds sterling as collateral 
security on any basis they wish, there is also nothing to prevent that; but if 
any person wants to advance capital investment funds, whether by way of 
loan or by the sale of securities or any other form of financing in this market, 
they may do so, and the additional factor of taking pounds sterling as collateral 
security is one new factor that I, personally, had not heard about. Others 
may know about it; I had not heard of that kind of transaction. There is 
nothing wrong or immoral about it; it is all to the good if it develops Canadian 
resources. | 


By Mr. Timmins: 


Q). That emanates, I suppose, from the other side of the water?—A. It: 


could be both ways. It may be Canadian interests approaching British interests 
and making suggestions as to types of capital development; it may be that 
British interests surveying the Canadian market in connection with existing 
interests they may have in Canada for future plans would make all sorts of 
propositions. That is going on all the time, not only in connection with British 
interests but United States interests—very large sums are always in the air 
and are being discussed. They are made under all sorts of conditions and deals. 

Q. The question I wanted to ask was this: quite apart from the Geneva 
agreement, I take it, Mr. Gordon’s evidence was to the effect that world trade 
Tecovery was pretty much predicated on, first, greater productivity in the 
countries themselves and, secondly, help, assistance and influence—the E.R.P.— 
and particularly credits which Canada and other countries would give to the 
other trading nations of the world?—A. Yes, I referred to credits; the E.R.P. 
is the same kind of thing. 

Q. When you were giving your talk at the round table in the University of 
Chicago a few months ago you said at one place “Our real trouble is not that 
we have insufficient exports, for example, but where our customers have been 
unable to pay cash for all of them. For example, in 1946 we sold a total of 
$860,000,000 worth of exports on credit or gift, and in 1947 we provided a 
further $400,000,000 on the same basis.” 

Now, is it the policy of the government to continue those credits in 1948 
and in years to come possibly in addition to what might come out of E.R.P.?— 
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A. Of course, that is a question of government policy. All I can touch on is the 
fact that they were credits authorized by parliament to the tune of, I think, 
$1,800,000,000, which mceluded $1,250,000,000 to the United Kingdom itself. The 
United Kingdom has used up a very large proportion of that credit. . » 

Q. That is from Canada?—A. That is from Canada. The United Kingdom 
has used up a very large proportion of that credit, but the government recently 
announced that there would be no further drawings for the moment. ‘The 
United Kingdom is paying us cash for exports at the present time. Now, when 
the government will feel it possible to permit the United Kingdom to draw on 
the balance of that credit has not yet been announced, and I am not in a position 
to state... 

Mr. Buackmore: By cash in United States dollars? 

The Witness: What did I say? 

Mr. Bracxmore: You said they were paying in cash. 

The Wrrness: It means United States dollars. 

Mr. BuackmoreE: Or exports we would accept? 

The Wrrness: Or their goods, yes. The cash the United Kingdom pays us 
is really in settlement of the deficit between the exports and the imports, so far 
as the sterling area is concerned. 


By Mr. Timmins: 

Q. I take it these three things, greater productivity among the nations 
themselves, E.R.P., and the credits which we have been giving or may continue 
to give or that other nations may give, are the three factors which in your 
opinion are likely to produce world trade recovery?—A. They are intended as 
correctives in that respect. 

Q. Is there anything over and above that that you would suggest as a 
A. No; I would not like to be in the position of saying those three 
things you mention will correct the situation. I do not know. It depends on 
what progress the countries concerned will make with that degree of assistance. 
All I am saying is the objective is that through E.R.P. and other credits these 
countries will get re-established and will be able to get along on their own 
resources. 


By Mr. Blackmore: 

Q. After that is achieved the all-important factor after that is whether or 
not the United States will accept their goods in return for dollars, is it not?— 
A. Not only the United States; you really get into the whole question of how 
multilateral trade works. 

Q. After all our problem is one of United States dollars, is it not?—A. It is 
at the present time. , 

Q. And unless the United States will accept goods which these people 
produce and are able to sell then even their production will not solve the 
problem?—A. That is very true. It is also true of other countries, that every 
country in the world has to be in the position to be ready to trade, both receiving 
goods and selling them. 

Q. At the present time we have worked into such an interdependence on the 
United States; she has bulked so large in the world’s economy?—A. Yes. 

Q. That unless she is ready to take goods or services in return for her 
dollars it does not matter how many goods or services we have to offer we cannot 
solve our problems unless we develop an area like the sterling area ourselves?— 
A. You must also remember one of the reasons we are in that position has been 
the horrible devastation of the war. 

Q. There are other reasons because the difficulty began to be noticeable 
‘n the 20’s. and a high degree of difficulty developed in 1926. 
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Mr. Prope: It is adjournment time. In view of the fact there are a number 
of gentlemen here who are waiting onthe outcome of the action of the committee 
on bill 220 would you consider concluding this portion of the discussion now, and 
spending a minute or two on the amendments that were proposed some time ago 
by Mr. Jaenicke? I think a minute or two would conclude it. What is your 
pleasure there? 

Mr. Timmins: I have some other questions. I am certainly not going to 
be long. I do not like to hold Mr. Gordon here. 

The Vice CHatrrMAN: How long will you be? 

Mr. Trumins: We have another meeting today, have we not? 

The Vick CHAIRMAN: Yes, we have at 4 o’clock. 

Mr. Buackmore: I think we had better have Mr. Gordon back at 4 o’clock. 
We like his company. 

Mr. Prose: We will not finish with Mr. Gordon now. We might finish with 
the other business now. gh : 

The Vicr CHAIRMAN: We will adjourn Mr. Gordon’s evidence until 4 o’clock 


this afternoon. There is the other matter of bill 220, gentlemen, which was 


brought up at the last meeting of our committee. At that time there was an 
amendment allowed to stand between clauses 8 and 9, and another one between 
clauses 9 and 10. I understand now those two amendments have been dropped, and 
there is a new amendment to be introduced which will be at the beginning of 
section 5. Is that correct? 

Mr. Prose: That is correct, yes. I had hoped Mr. Warwick would make an 
explanation with respect to the legal position for withholding an amendment 
from this committee in connection with clause No. 9 while on the other hand 
there is no reason for not considering am amendment to clause 5. 

The Vicr-CuHairman: I understand the amendment has the approval of 
Department of Justice, the Department of Insurance, and is agreeable to the 
loan companies. 


Mr. Prope: That is the exact position. 


The Vice-CuHarrman: I will read the amendment. 
That clause 5 of the bill be amended by deleting the introductory 
paragraph thereof and substituting the following therefor: 
5. (1) Paragraphs (c) and (d) of subsection (1) of section 15 of the 
said Act are repealed and the following substituted therefor: 
(c) The requirements as to proxies, the record to be kept of them 


and the time, not exceeding ten days, within which proxies must be. 


produced and recorded prior to a meeting in order to entitle the holder 
to vote thereon; provided that an instrument of proxy shall not be 
valid unless executed within one year of the date of the meeting at 
which it is to be used. 


Shall the amendment carry? 
Carried: . 
Shall section 5 as amended carry? 
Carried. | 
Shall the preamble carry? 


Mr. Hazen: Why were the other proposed amendments dropped? I thought 
there was a good deal of merit in one of them. Can you give us any explanation? 


Mr. Prose: It is for that reason I would like to have Mr. Warwick explain 
this because I am just acting for Mr. Jaenicke. It has to do with the fact that 
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apparently it could be more appropriately considered in the Winding Up Act. 
It is a legal matter and I am not competent to discuss it. 


The Vicr-CHAIRMAN: Shall the preamble carry? 
Carried. 


Shall I report the bill as amended? 


Mr. Prose: You do not want Mr. Warwick’s evidence? I would like to 
have had his position with respect to it. 


The Vice-CHarrMAN: If the two other amendments are withdrawn I do 
not see that it is necessary. Shall-I report the bill? 
Carried. 


Mr. Harris: As a courtesy to a witness who has come here from Stratford, 
Ontario, could we hear him at 4 o’clock? © 


The Vice-CHAIRMAN: I was hoping we would conclude with Mr. Gordon 
and then proceed with Mr. Jones. 


The committee adjourned to resume at 4 o’clock p.m. 


AFTERNOON SESSION 
The committee resumed at 4 p.m. 


The Vicn-CHAIRMAN: When we adjourned, Mr. Timmins, you said you 
had one or two more questions you wanted to ask Mr. Gordon. 


Donald Gordon, Deputy Governor, Bank of Canada, recalled. 


By Mr. Timmins: | ; ; | 

Q. We were dealing with E.R.P. and I wonder if Mr. Gordon could tell 
us in his opinion what potential hope of help Canada expects to get under 
E.R.P., having regard to the dollar situation?—A. Well, it should be kept in 
mind in the first place that E.R.P. as it affects Canada does so indirectly. 
It helps Canada by reason of the fact it helps Canada’s customers to continue 
buying things from Canada. In other words, if E.R.P. had not happened the 
United Kingdom, France and other recipients of E.R.P. help were rapidly 
getting into the position where they did not have the dollars to buy goods from 
the United States or Canada, and if E.R.P. had not come through to provide 
dollars to those countries to enable them to continue buying from Canada then 
we might have been in a very serious situation because we would have had to 
find other markets. 

Q. Is it envisaged that the United States would under E.R.P. help Great 
Britain with a certain amount of money which would be earmarked to buy 
Canadian timber or to buy Canadian base metals?—A. That is right. The 
United Kingdom or any other recipient of E.R.P. aid produce a program of their 
contemplated purchases from various countries, and that program is approved 
by the E.R.P. administration after discussion, and if it is approved by the 
ERP. administration then that country obtains United States dollars which 
she can use to buy a number of goods from the supplying country. 

Q. Will we have any say in what goods the money might ‘be allocated for? 
For instance, I can conceive there might be some goods we would want to keep 
right in Canada, but those might be the very goods designated as goods which 
Great Britain should purchase with money allocated from E.R.P.—A. That is 
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right. Canada is not compelled to sell any goods that she does not want to. 
sell. The situation simply is that our overseas customers will, through E.R.P., 


be in funds which they may use to come to Canada and bid for our products, 
for the products they want to buy. : 

Q. I have in mind the point of the United States being able to say to some 
country being helped by E-R.P. that they should buy specific goods from us. 
For instance, we will say things that are in the raw state like timber or base 
metals that have not been manufactured. Perhaps we do not want to sell them 
in that way, but nevertheless in order to help the spirit of E.R.P. we might be 
compelled to sell?—A. There is, in fact, no compulsion on Canada through the 
operation of E.R.P. to sell any goods. We are masters in our own house in 
that respect. We have, of course, a series of government contracts which have 
been entered into with the various countries who are recipients of E.R.P., and 
what E.R.P. does, as I said before, is provide those countries with the cash to 
- buy those goods, but in respect of any goods which are not under contract 
government to government our Canadian producers are free to sell those as 
they see fit. They are not compelled to sell them by any operation of E.R.P. 

Q. I have here a number of letters from Canadian manufacturers in my 
own district, and one of them states: 
bs We are in turn suffering by the refusal of Great Britain to exchange 

sterling for Canadian dollars in countries like Australia, New Zealand 
and Hong Kong. Surely we can extend further credit to Great Britain 
and stimulate the exchange of goods in the British commonwealth of 
nations. Even though this may mean long term loans to Great Britain our 
country will prosper in the long run by closer co-operation with England, 


and so on. There is a company that has been able to do business previously in 
Great Britain, Australia and New Zealand, and which is now in a sense stifled 
in getting her products into those countries by reason of the fact she has 
to sell in the sterling area, and it just cannot be done. Then there is another 
example I have which is in a brief of the export association. One manufacturer 
ooints out that in respect of lamps, stoves and heaters which he had previously 
been selling there has been a falling off of business to New Zealand of 95 per 
sent; Australia, 95 per cent;. Trinidad, 90 per cent; Jamaica, 100 per cent; 
Southern Rhodesia, 100 per cent; East Africa, 95 per cent; India, Burma and 
Ceylon, 100 per cent; Federated Malay States, 50 per cent. How is E.R-P. 
going to help that situation?—A. Those countries which are in receipt of E.R.P. 
assistance may decide to use the dollars they get from that program in buying 
Canadian goods if they wish, and having outlined their program and if the 
E.R.P. administration agrees that that is a proper use of the funds, then 
those countries you refer to will now have the dollars to buy Canadian goods. 
It has been previously mentioned that surely Canada can extend more credit. 
That, of course is a matter of government policy. This country has already 
extended very large credits to the United Kingdom in particular and other 
countries, and the situation that we have got ourselves into as a country is that 
we have over-strained ourselves in that respect. We have extended credits to 
such an extent that our own foreign exchange resources have been severely 
strained and run down. 

Q. That was the point I was trying to make, and I did not make it very well. 
I was trying to say that our manufacturers and industries were in a sense say- 
ing to me that we ought to circumvent Geneva and we ought to get at this from 
another angle—-A. But Geneva has no possible bearing on the fact these 
countries are cutting down their imports from us. It has no possible bearing 
whatever. If Geneva works then Geneva is the kind of thing that will help 
us to sell our goods in these countries, 
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By Mr. Blackmore: 
Q. How would it do that?-——A. Because Geneva is based on the general. 
principle of maximizing multilateral trade throughout the world. The aims and 
the objective of Geneva are to establish rules of such a character that world 
trade will be increased rather than diminished. These matters that you have 
been referring to arise because of the fact that these countries are short of 
dollars and they have been obliged to restrict their trade from Canada, but it 1s 
important to remember that even with those restrictions that Canada as & 
country, and the United States too, but I am dealing with Canada now, 1s still 


selling enormous quantities of goods to these various areas you have mentioned. 


- T have before me figures of other exports to the United Kingdom. For example, 
_- for the year 1947 they were of the order of $386,000,000. 


By Mr. Timmins: 

Q. What year was that?—A. 1937; in the calendar year 1937 our total 
exports to the United Kingdom were valued at $386,000,000. During the first 
three months of this year we have already exported $195,000,000 worth of goods 
to the United Kingdom, so that ‘ndicates our rate of exports to the United 
Kingdom is very substantially above any pre-war figure given in spite of restric- 
tions. 


By Mr. Hazen: 

Q. Of course, values of the goods have changed?—A. In part prices have 
gone up, but even so there is roughly $200,000,000 worth in the first three months, 
that is running at the rate of $800,000,000 a year as compared with $386 ,000,000 
in 1937. That states the problem with which we are confronted here, because 
the needs of those countries that we are discussing have increased so enormously 
because of war damage and one thing or another since the war that they are 
looking to the North American continent for goods in a volume never before 
known in history. In* due course that demand is bound to be reduced as these 
needs are satisfied. Then we will get on with the job of getting back into a more 
balanced situation. 

Q. Of that $195,000,000 that we have sent over do you know how much of 
that has been paid for?—A. A certain amount of it is drawn on the credits 
we have already mentioned, and the rest of it has been paid in cash. ~ 

Q. Would it be 50 per cent in credit?—A. We were running on a basis of 
50 per cent last year, during part of the year 1947. I have not in mind the 
exact ratio during 1948, but since the first week of April—and I am speaking 
from memory, but it is pretty close to that—since the first week of April this 
year we have been paid 100 per cent in cash. In other words, the United 
Kingdom has not been drawing any credit at all since the first week of April. 


By Mr. Michaud: 

Q. Under the food agreement was not the limit of credit set at $15,000,000 
per month for the months of January, February and March?—A. There was 
an understanding that the drawings on the credit of the United Kingdom would 
be at the rate of $15,000,000 a month for the first three months of this year. 

Q. Following up the question which was raised as to the amount of credit 
extended by Canada to the United Kingdom, are you in a position to tell us 
whether any of the commonwealth countries have extended similar credits, 
and to what extent?—A. I cannot answer that question fully except that I do 
know Canadian assistance to the United Kingdom has been very much larger 
than anything which any other part of the commonwealth has done. I cannot 
give you specifically the amounts of any credits that were given, but certainly 
they are not even to be compared with the Canadian program. 
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By Mr. Timmins: | 

Q. Will we have any part in Canada in setting up the plan under which 
K.R.P. will work? Will our experts be called into consultation about it in 
Washington?—A. Remember that under E.R.P. after all the money is being 
advanced by the United States, and they have the say-so as to the rules under 
which they will advance that money, but in the interests of the whole objective 
and the spirit of the operation there will be and is, in my understanding, a very 
‘close liaison and discussion with Canadian officials in respect to the kind of 
things which Canada can best produce and provide. 
7 Q. As a matter of fact I have learned in my own district that officials of 
the Department of Trade and Commerce have called on some of the firms and 
they have asked them what they can produce and in what quantity?—A. That 
is right. It is called Canadian availability. What have we available for sale? 
The E.R.P. administration is, of course, very much interested to know what we 
would have available for sale and indeed any countries that are recipients of 
aid are similarly interested in knowing what they can get from Canada and at 
what price. 


By Mr. Hazen: 

Q. I understand that fertilizers and farm machinery will have preference 
over all foods except wheat under E.R.P.?—A. Well, we are getting into 
details— 

Q. Is that a decision of the United States?—A. It would be a decision of the 
United States administration, the E.R.P. administration, but we are getting 
into details, which I would not like to confirm. I think generally speaking 
you are right, but it is a United States matter and I would not— 

Q. In other words, the United States tells the countries of Europe how the 
money is to be spent.—A. The way it works is roughly this. The. various 
countries which receive aid under E.R.P. make up a program of the things they 
think are most essential for the rehabilitation and reconstruction of the country, 
and they submit that program to the E.R.P. administration. Then the matter 
is discussed, and in due course various things are suggested and they reach an 
agreed program. : 


By Mr. Gour: 

~ .Q. The understanding is that each of these countries would indicate what 
they wished to buy?—A. That is right. 
.  Q. After all we have to understand that they have to take what they 
believe is best for their own countries?—A. That is right. 
-  @. And if they do not want electric stoves or lamps and they prefer some- 
thing else for the good of their country it is up to them to decide what is the 
best for them?—A. That is right. They decide in the first instance, that is, 
they ask in the first instance, but in addition to that the United States admini- 
stration also looks over the program to see if they agree with it. 

Q. They want to be sure the money will be spent in the best interests of 
those countries for quick rehabilitation of those countries?—A. That is right. 


By Mr. Probe: 


Q. May I ask this question? Does E.R.P. administration put any checks 
on unit costs of things which they may be entitled to buy, or alternatively in 


the negotiations that our Department of Trade and Commerce have had with 


manufacturers or producers, are they advising them with respect to unit price 
levels; because I imagine the shopping-around factor is also an important thing 
to the countries concerned, because if they have, say, $100,000,000 to spend on 
a certain commodity naturally they will want to get the most possible for their 
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money. Now, are we as a Canadian government or the Department of Trade 
of Commerce advising our manufacturers to do a little better with the price 
line?—A. I could not answer that in point of detail, I do not know; but, 
generally speaking, the administration of E.R.P. funds would be on the basis 
that they will buy in the best market at the best price. 

Q. E.R.P. itself makes no recommendations with respect to unit costs, as 
far as you know?—A. I could not specifically answer that. $4 


Mr. Marquis: Do you not put any ceiling on manufactured goods? 
The Witness: In terms of this program? 

Mr. Marauis: Yes. 

The Witness: No. 


The Vicn-Cuamman: Might I remind the members of this committee that 
we are now discussing E.R.P. and not the Geneva agreements. I have no 
objection to discussing E.R.P. in its relationship to the Geneva agreement, but 
I think we should stick to the Geneva agreement. 

Mr. Truumins: We may be out of order by discussing the details, but these 
things are tied up so closely together that we are not too far afield. 


The Vice-CHAIRMAN: I do not know where we will get if we go into details 
and I think we are. ? 


Mr. Timmins: Yes, I think so, too. 


Mr. BuackmoreE: It is almost impossible to get a comprehensive picture of 
these principles unless we have some illustrations to get one’s teeth into. 


By Mr. Timmins: 

Q. Mr. Gordon, would you care to help the committee in respect to what 
the impact of the Geneva agreement might be with Russia not a signatory to 
the agreement?—A. With what? 

Q. With Russia not being a signatory to the agreement, but being in control 
of a great amount of gold and United States dollars? For instance, we found ~ 
out in respect of canned salmon that although the United States might drop her 
tariff to assist Canada to some extent, yet, if she dropped her tariff to assist 
us to sell canned salmon to the United States the same privilege would have to 
be extended to Russia, and therefore the countries would probably be flooded 
with United States salmon and no benefit would be derived by Canada, which 
puts Canada in the position, being a signatory to the Geneva agreement, of being 
sort of strait-jacketed, whereas if she were not a signatory to the Geneva agree- 
ment she would make her own bargain possibly with the United States. Now, 
that is one commodity. The same thing might happen with a good number of 
other commodities when the U.S.S.R. steps out into the market to sell goods and 
make purchases.—A. I am afraid that is getting out of my field. I could not 
undertake to discuss the details along the line you have mentioned. I do not 
know whether the effect of Russia not being in the agreement is as you suggest 
or not. I think one of the experts with regard to the agreement itself would 
have to answer that question. 

Q. I was thinking of the impact of the weight of her wealth—A. Do you 
mean that she would be in a position to offer her goods in a competitive way 
against the goods of the countries who are in the agreement in such a way as to 
cause difficulties? 

Q. Yes—A. Well, conceivably that could develop, but I think this club, 
as represented by the agreement, would be sufficiently powerful to deal with 
the situation. But really to discuss that question is to get into pretty definite 
detail of the agreement, and beyond that, so that I would not care to express 
judgment on it without taking a specific case and analysing it carefully. As you 
have expressed it, I do not think you have the whole story. That is what I 
want to say. . 
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Q. Take the other phase of world trade. Great Britain is making strenuous 
efforts to sell in the United States market, having regard to their lower tariffs 
under the Geneva agreement; Australia is doing the same thing—Austarlia 
under a hard bargain in respect of her wool in getting into Geneva; New Zealand 
has to do the same thing and Canada wants to do the same thing. - They all want 
to sell in the United States market. Is not there a likelihood of there being a 
saturation point as to what the United States can take, and this matter of multi- 
lateral trade, particularly with the United States, may break down?—A. I 
would not think so. I think the first thing we have to consider is whether or not 
the world is functioning in such a way as to restore multilateral trade pos- 
sibilities; if we can get through to that stage—and those restrictions we are 
discussing should not be there if Geneva is going to have a chance to work—if 
we can assume the restrictions are out of the way and we are in a multilateral 
trade system, then the heavy unbalances that exist with various countries with 
the United States and countries with Canada, and so forth, should not exist 
either to anything like the same extent. What has thrown a monkey-wrench 
in the works now has been the enormous need for North American goods to an 
extent never before known in the history of the world. That has been due to 
war destruction and lack of productivity in those other countries. 

Q. You mean the United Kingdom and, western Europe?—A. Yes, the 
United Kingdom and western Europe; those countries find themselves with 
an inflated demand for goods never before known in history, and the only 
place in the world where they have been able to get- those goods has been the 
North American continent. Fortunately, we were not damaged in the war 
and we were able to produce in massive quantities beyond any previous experi- 
ence. This meant that the goods have been flowing practically all one way 
and there has been a tremendous unbalance; but if you visualize the situation 


where the countries of the world are back on a much better balanced basis. 


where they will be trading with each other, there will not be the tremendous 
export surplus that has been demonstrated on this continent alone. There will 
be a much more manageable situation in that respect. And only when we 
get the world in that condition will we really be able to see whether or not the 
rules of Geneva are going to work out as the authors of the charter intended 
them to. | ? 


Q. Do you suggest then that our natural market is in the United Kingdom 


and western Europe?—A. For a great number of things, yes; our traditional 
and natural market. 

Q. If Geneva is going to function it is with the United Kingdom and 
western Europe?—A. We have a heavy interest in that market, certainly. 


By Mr. Fulton: 


Q. Do you not think we shall always have to keep our eye over our 
shoulder looking at our American dollar position?—A. Yes. 

Q. And will not all countries be in much the same situation even when 
trade is flowing freely again?—A. It becomes a matter of degree. With the 
difficulties we are experiencing now, we are struggling with such a heavy 
unbalance, there is only one way to fix it and that is for the United States 
and ourselves to provide the goods without payment or in the form of loans or 
gifts for a temporary period. 

Q. Yes, but what I was thinking was this: it seems to me that. as long 
as we have fixed exchanges we are going to have to keep a close eye on the 
official exchange reserves in the case of every country, and the one we would 
be most concerned about would be the American dollar reserve. Therefore, 
it seems to me that with fixed exchanges controlled—fixed at certain rates— 
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it is going to be much harder to get Geneva working freely and to get world 
trade, and therefore to get this agreement to apply, than it would if exchanges 
were allowed to go to their natural level and then each of us would accept 
the other country’s currency in payment of debts, and in turn we could use it in 
payment of our debts to the United States—A. Of course, you are visualizing 
something that is theoretically possible. The only comment I care to make is 
that if we take that position while the world is in such a state of unbalance 
we will find very chaotic conditions ‘n various countries, and the real question 
is whether it is worth while going through that agony, and whether. there is a 
better way to obtain control for a period of time until we can get the world in 
a better state. 


Q. My point would be that we could get world trade balances restored, 
now by loosening exchanges. I agree that for some years we will have to go 
on extending credits to Europe—the United States and ourselves—there is such 
an unusual inflated demand, but when we have trade restored or get it back 
to normal, we are still going to have the position of a controlled exchange 
under the International Monetary Fund—A. ‘That does not follow. The 
International Monetary Fund does not necessarily mean a controlled exchange 
in the sense we are now talking about +t as controlled exchange; it merely 
produces a forum whereby currency rates or changes in currency rates would 
be a matter for consultation between the members affected. 

Q. No, but a change of 10 per cent at a time—A. Wait a minute, we 
discussed that this morning. The 10 per cent rule has been widely misunder- 
stood. All that it means is that under the agreement, so far as it affeets the 
members of the fund, the members of the fund may change their rates with a 
leeway of 10 per cent, and the fund has not the right to object to a change 
of that magnitude. It does not eliminate the agreement to consult; it merely 
means that if a country insists the fund has not got the right to object. The 
fund, however, after consultation could quite properly agree to a rate in excess 
of 10 per cent if the fund membership thought that appropriate in all circum- 
stances; but when we talk about control of exchange rates through the Inter- 
national Monetary Fund, that is a different type of control altogether from 
the foreign exchange control we have been discussing. The foreign exchange 
control we have been discussing is individual control by the country concerned, 
having regard to its own foreign reserve position. The control exercised from 
the International Monetary Fund is agreement to consult and agree in respect 
of any depreciation or appreciation in an individual currency. 

Q. To consult about an Act of our country to change its exchange 
rates; but will not the Monetary Fund control have the effect of preventing 
fluctuations in exchange that used to go on before in accordance with balance 
of payments and so on?-—A. It would examine the validity of the change. 
Heretofore there has been no sort of court of appeal or any world organization 
at all that had any right to express views about the individual action of a 
country in respect to its exchange rate versus the rest of the world. The only 
thing that was done to other countries heretofore was that if one country 
changed its exchange rate another country could say, “We will see that we are 
not put at a disadvantage”; and they would tend to make a deflation or. 
appreciation, and there would be competitive action in the field. 

The International Monetary Fund recognized for the first time in history 
that the question of the exchange rate of any individual country is more than a 
matter for that individual country ; :t is a matter which affects the rest of the 
world in such a way that there should be international consultation on it. 

Now, Geneva, is another part of the frame-work having to do with the 
rules of the game. There are provisions—I do not want to get drawn into detail, 
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because [ am not competent to go into that—but there are provisions in the 
Geneva trade agreement in respect to instances in which the International 
Monetary Fund should be consulted in regard to currency action. Currency 
action by a country is recognized as something which does affect trade and 
there would be need for consultation. 

Q. Do we not get around in a circle to the point I started with? I am not 
sufficient of an expert to present my own point clearly, but I have a feeling, 
and I was wondering if you would be kind enough to examine it, that so long 
as we have this form of control over exchanges it is going to be harder to get 
world trade going freely; and we will always be uneasy about our supply of 
American dollars. You are, ‘as it were, treating American dollars like bank 
balance.—A. I think I see what you mean. You are back to the old problem; 
which came first, the chicken or the egg. Because if we were not worried about 
our American dollar balance we would not need to have foreign exchange control. 
The question there comes down to this, would we remove foreign exchange 
control—and I am talking now in general terms as to what the likely policy 
would be and I have no right to do that—but I am just speaking objectively. 
If our foreign exchange reserve situation were quite healthy and quite satis- 
factory and we had no worries about it there would not be at least the need 


for foreign exchange control anymore. That is a situation of a sort likely to 


come about under circumstances which mean that. we have order restored in 
the world under a multilateral system of trade, and under those circumstances 
the Geneva Agreement would also be working. 

Q. And Geneva would be less necessary because everybody would be in a 
position where they would not have to resort to control practices ——A. That is 
quite true, but the question is would they do that in any event. Geneva sets 


the rules, but even under the rules of the game you will never get a situation 


where every country had such a satisfactory condition that they would all 
consider the question of high morality in international trade to be of such 
importance that they would carry them out, because there are always unending 
differences of opinion in countries as to whether or not they have gained the 
advantage they would like to have in competitive markets as compared to what 
they have got. 


By Mr. Harris: 

Q. How is the present situation going to affect our capacity to lend, in view 
of the fact that you said this morning that we have already strained our 
lending facilities to the limit?—A. Whether or not we lend has nothing to do 
with Geneva. That is a matter of government decision as to whether we are 
able to lend. | 

Q. Would you care to enlarge on the point you made this morning that we 
have strained our lending facilities to the limit?—-A. I think we have strained 
ourselves in regard to our lending program for the reason that we have over 
the last two years loaned more to other countries, more than we have developed 
as an export surplus; and the result of that has been that our foreign exchange 
reserves have fallen by nearly a billion dollars. Now, that is only one of the 
reasons why we strained ourselves—through this lending program. The second 
reason has been that we have been engaging in a very heavy capital expenditure 
program in our own country which called for the use of US. dollars. 

Q. Are we not fast recovering our old position?——A. I would not care to 
express a view on that because I think the restriction program has not been 
going long enough yet to get a really balanced view of it. Now, as to the next 
point you raised, as to relieving the situation, and improving our ability to loan 
money or to loan goods or to give goods, whichever way you want to express it, 
that would depend entirely on the degree to which we have a favourable over-all 
balance of trade with the rest of the world, if we export or sell more than we 
import we will have something left over to give or to lend to other people. — 
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Mr. Harris: Before you leave the chair, Mr. Chairman, IT would like to 
have a word or two as to what you figure the changes made at Havana will do 
to the Geneva Agreement. : 
The Vice-CHAirMAN: I think we have gone into that pretty fully in 
previous meetings of the committee with Mr. Deutsch. 


Mr. Harris: That might be quite true. 


By Mr. Harris: 


Q. Would that affect the import position at all, or the conservation 
position?—A. Are you asking a question of me? 

Q. Yes—A. I am afraid that I cannot answer that in point of detail. I 
am not sufficiently familiar with the changes in the agreement which took 
place at Havana. That would be a matter for the experts. 

Q. The changes made might affect our financial position—A. No, as far 
as I know the financial situation did not have any bearing on the further 
changes that took place at Havana. | 


Mr. Chairman, might I just make one word of correction in regard to a 
point Mr. Harris raised this morning? 


The Vice-CuHatrMaNn: Certainly. 


The Wrrness: I think in answering you this morning dealing with the 
question of Canadian loans to Britishers I should have included in my state- 
ment that a Canadian resident making a loan to a United Kingdom resident, 
any United Kingdom resident, requires permission of the Foreign Exchange 
Control Board of Canada. I think I indicated that could be done without let 


-or hindrance. The only thing I should like to add to that is that a permit is 


required. 

The Vice-CHairMAN: If there are no further questions for Mr. Gordon 
I will thank him for his observations and I will call the next witness who is 
Mr. Jones, of the Jones Manufacturing Company. 


Paul Jones, Secretary-Treasurer, Jones Manufacturing Company, 
Stratford, Ontario, called: 


The Vice-CHAIRMAN: Now, gentlemen, Mr. Paul Jones of the Jones 
Manufacturing Company of Stratford, Ontario, I understand has certain 


- representations to make in connection with the Geneva Agreement. Would you 


care to present your views now, Mr. Jones? 


The Wrrness: Perhaps my view is a little narrow and a little selfish., The 
principal complaint we have to make is the temporary acts that are made to 
implement the Geneva Agreement; for instance, with respect to the tariff. After 
the Geneva Agreement the tariff on our product coming in from England has 
been removed. At the same time the emergency conservation authority has 
done nothing to help the situation as a temporary measure and as a result the 
American tariff on imports mto Canada is lower now to a point where we are 
put in a very unfavourable position in so fay as the American and English 
markets are concerned. 


By Mr. Timmins: 
Q. What is your product?—A. At the present time we are making bicycle 
saddles. 
Q. And you sell them where?—A. Well, the greater proportion of our 
production goes to the Canada Cycle and Motor Works. 
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Mr. BuacKmore: And you are finding that the American and British 
saddles are coming in now by virtue of the lower tariff granted at Geneva? 
Are they actually underselling you? 

The Wirness: That is a point I do not know, but they are in a more 
favourable position now after the Geneva Agreement than before. 

Mr. Buackmore: Could you give us details with respect to specific com- 
modities you use so as to make that clear? | . 

The Wirness: For instance, we use a great deal of leather, rubber, steel 
and textiles; every bit of it made in Canada except sheet steel. I just learned 
this morning that Mr. Hunter has given us a great deal of assistance in 
securing a drawback on the steel going into the saddle which will make up to 
about probably two or three or four cents per saddle. I did not know this 
until this morning, however, 


Mr. Gour: A little louder, please. 
The Wirness: I did not know this until this morning. 


Mr. Gour: And you are now coming to this committee with regard to its 
knowing what you know now about the drawbacks? 


The Wirness: I might go so far as to say that, as I have just said, gentle- 


men, our difficulty has been the effect of the Geneva Agreement I should say 
generally on manufacturing in Canada. - 


By Mr. Blackmore: 

@. You have not. shown us yet by dollars and cents these facts so we 
can appreciate what you say.—A. I believe there is a percentage reduction 
in the tariff, but I believe before the war it was 225 and I believe since the 
Geneva Agreement it is perhaps 15, or it may be 17. I am informed it is now 
20 per cent. 

Q. And you are speaking of—?—A. The importation of English saddles 
into Canada. 

Q. And your firm enjoyed protection before?—A. Yes. 

Mr. Futon: Do you think it will make any reduction in your production? 

The Wrirness: Yes, we have been producing at a reduced rate since the 
first of the year 

Mr. Futton: How many men do you usually employ? 

The Wirness: We have employed as high as twenty-six. We are a small 
firm. At the present time I would say there are practically fourteen, 

Mr. Marquis: What is the amount of money involved in your firm in 
relation to the Canadian market and the foreign market? 

The Wirness: If I understand your question correctly I might say that we 
provided half of the dollar value in saddles of Canada, the United Kingdom 
and the United States in the year 1946. 


By Mr. Michaud: 


Q. You mean that is your dollar production, that it was one-half of that 
sent in by these other countries?—A. That is right, the dollar value. 

Q. Where do you sell your product?—A. Here in the dominion. 

Q. You do not. export any?—A. No. 

Q. As a result of the lowering of the tariff from Great Britain, British goods 
are coming here and competing with yours?—A. That is right. 

). What is your suggestion to remedy this situation; or, do you believe that 
it should be remedied?—A. Well, I thought perhaps the Emergency Conservation 
a pen give us a little help, but that has gone by and there has not been any 
relief for us. 
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Mr. Fuuron: You would have bicycle saddles put on the prohibited or 
restricted list? 

The Wrrness: That is right. . 

Mr. Govur: But you have a 20 per cent protection over the British goods 
right now, have you not? 

The Wirness: That is right. . 

Mr. McKinnon: I wonder if it would be of help to the committee if I 
could read the section. Prior to January the reduction on bicycle saddles manu- 
factured by Mr. Jones’ firm were as follows: 173 cents British preferential 
rate—that was subject to a reduction of 10 per cent by reason of direct ship- 
ment—which I think if 1 am correct mathematically, would be 153 per cent. 

Mr. Gour: Now? 

Mr. McKinnon: No, before Geneva. The mf.n. rate was 224 per cent. 
As a consequence of Geneva—and perhaps I should blush to say it, the British 
preferential rate was reduced from 153 per cent to 15 per cent. 

Mr. Marquis: Only three-quarters of one per cent? 

Mr. McKinnon: Three-quarters of one per cent. The mf.n. rate was 
reduced slightly more, from 22-5 per cent to 20 per cent; but the eovernment 
recognizing Mr. J ones’ plea that he was in some difficulties, in the budget reduced 
the-rate on sheet steel which he spoke of and which is a major component in 
the construction of saddles, from 20 per cent ad valorem to free. ‘Those are 
the relative reductions. 

Mr. Fuuron: On that point to which you referred, Mr. McKinnon; you 
said that the British preferential rate was 17 per cent and if shipped direct 
it was 153? 

Mr. McKinnon: That is right. 

Mr. Fuutron: And now it is 15 per cent? 

Mr. McKinnon: The direct shipment discount never did apply and it does 
not now apply if the rate is below 15 per cent. 

Mr. Furron: And there ‘s a continuing rate of 15 per cent? 


Mr. McKrynon: That is right. 

Mr. Fuuron: So it is possible there.1s a reduction on the British saddles 
from 17 per cent to 15 per cent if shipped direct? . 

Mr. McKrynon: Actually, supposing the British did ship direct and got the 
discount for shipping direct, that would mean a reduction—as a consequence of 
the reduction from 153 to 15 per cent that means they have reached the basic 
rate of 15 per cent on which discount is never allowed. As I said, the rate now 
is 15 per cent as against the rate before at 153 per cent. 

Mr. Micwaup: Are you in a position to tell us whether there are many 
firms manufacturing this product or is it just Mr. Jones and his firm? 

Mr. McKinnon: As far as I know. I would say categorically he was the 
only manufacturer of these so-called saddles. 

Mr. Micuavp: I am not sure whether he mentioned whether it was his firm 
which was the Canadian manufacturer supplying 50 per cent of the saddles 
supplied the Canadian market in 1946. Are there other Canadian manufacturers 
of saddles similar to yours? 

The Witness: No, that is our own record. We compared our own produc- 
tion figures with figures shown by the Dominion Bureau of Statistics for that 
particular year. 

Mr. Micuaup: And you supplied 50 per cent of the total saddles coming 
on to the market from the United States, Great Britain and Canadian sources? 


The Wrirness: That is my memory of it. 
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Mr. Gour: If I understand it correctly the reduction is three-quarters of one 
per cent from what it was before and if he applied that 10 per cent discount 
for direct shipment or down to 154 per cent, and that it is now 15 per cent, and 
that there was a 24 cent reduction in the other rate, and then the government 
gave Mr. Jones a chance.to buy steel cheaper because of that. Do I understand 
it correctly? 

The Vicre-Cuatrman: It was not 24 cents, it was 24 per cent. 

Mr. Gour: But it was 224 per cent before and it is 20 per cent now. You 
employ 26 men and you have a right to sell all you can make in the Canadian 
market. You get your steel cheaper now—really, Mr. Chairman, I do not. see 
why we should lose time over a little matter of this kind. 

Mr. Futon: He manufactures saddles. 

Mr. Govr: I know. 


Mr. Micnavup: If I might ask a further question; you mentioned competi- 
tion from the United Kingdom. Since the Geneva Agreement came into opera- 
tion are imports of this product from other countries coming in? 

The Wirness: Well, in answer to your question I would say no, with this 
qualification; that we are not so anxious to go further into the matter as when 
these temporary measures did not react favourably to us. Perhaps I should 
enlarge on that by saying that I do not want to put any more money into the 
saddle business if you are going to let saddles come in here from England and 
America and put me at a disadvantage. I would rather sell abroad. I have 
inquiries in that direction which I am considering pretty seriously, but that I 
think is a pretty big order. 

Mr. Prose: Apparently you have not been doing too badly. You told us 
that your firm made 50 per cent of the total value of saddles sold in the Cana- 
dian market. 

Mr. Harris: I wonder if the witness could give us his figures as to the 
number of articles and the number of dollars, or as to his turnover for the year 
1947. 

The Witness: I haven’t developed those as to total numbers, but I can 
tell you at the moment that we sold in Canada 28,820 saddles. 

‘Mr. Prose: In what year? 

The Witness: 1947. 

Mr. Micuaup: Did you say 28,000? 

The Witness: That is right. 

Mr. Futron: Have you got those by months so you could tell us how they 
compare with the same period for 1948 to date—I mean, as compared to 1947? 

The Wrirness: Supposing I give you 1946 and 1947 figures starting in 
January. 

Mr. Funron: But the Geneva Agreement did not come into effect until 
this year. 


The Witness: Then suppose I give you the 1947 J anuary, February, March 
and April figures compared with those of the last year for the same period: 
In January, 1947—these are divided into models—men’s model, 1,504, January, 
1948, 1,008; February of 1947, 2,267; 1948, 608; March of 1947, 3,040; 1948, 
2,352; April of 1947, 1,952; 1948, 800. 


By Mr. Blackmore: 


Q. What if anything have you to show that it was British saddles which 
were throwing your market out?—A. Well, a letter from the Bureau of Statistics 


on April 15, puts the dollar value of the United Kingdom saddle shipped in at. 
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$18,000, and the United States at $33,000, and we put in about roughly $60,000. 
That is the figures by which we show that we made one-half of all the saddles 
that were sold in Canada. 

Q. And in the previous year were there any British saddles brought in?— 
A. 1945 was the year we entered into the business. 

Q. In the year 1947, were there any from Britain?-—A. Yes, in 1947, the 
United Kingdom shipped in 20,078, the Netherlands shipped in 1,350 and the 
United States shipped in 5,350; and in that same period we supplied 28,820. 
The reason I referred to 1946, was because that was the year in which we had 
perhaps our best year. 

Q. That was the year when British saddles were not available?—A. 
Could be. 

Q. And perhaps the United States even were not shipping in very heavily. 


By Mr. Marquis: 


Q. Were you in business before the war?—A. No, during the war. 

Q. You started during the war?—A. That is right. Well then, for the year 
1948, after the Geneva Aereement, in January of 1948, United Kingdom shipped 
in 1,971. 


By Mr. Blackmore: 


Q. Is that more than the year before?—A. This is just for the months. 

Q. Could you give us the figures by months?—A. 1 haven't these figures 
by months. I have them for the year. Well, that is the amount which came 
wn from England—and our figure for that period was 608. The figures I have 
here are just for the first three months of the year. 

Q. It seems that your figures are not such as to establish any definite con- 
elusion.—A. Well, you can take it that far, up to the end of March, and it 
would show difinitely an increase in saddles coming in from England. 

Q. Would that be because of the tariff adjustment or because British pro- 
duction had ‘nereased?—A. There are a lot of other elements enter into it. 
Some business in Canada have international manipulations, I ‘believe. You 
take in our experience we met all this. England is only one, the United States 
also make: saddles. 

Q. Iam sorry, I can’t hear you. Would you mind speaking a little louder?— 
A. My talking difficulty, gentlemen, is that I only have one lung. But I believe 
‘+t was Mr. Dionne, if T am not mistaken, whe said this morning something 
about the British preference which is exactly my experience. Nobody knows how 
to do anything about saddles because England— 

ONS Bale conclusion would be then that since British saddles were available 
they would buy British saddles regardless of this tariff arrangement.—A. There 
;s another element to be considered and that is this, the Wartime Prices and 
Trade Board figures for instance—we were held to a very, very close margin 
on our rise in price by the Prices Board, it was less than the rise in price on the 
English saddle. 

Mr. Brackmore: I suggest, Mr. Jones, that’you talk to the men right down 
to the other end, and then I will listen to you talking to them. 


The Witness: Right. 


By Mr. Michaud: 


Q. Could you tell us approximately how much steel goes into the 
maufacture of your saddles, and what percentage of your cost it forms?—A. That 
would vary depending on what was available. I might enlarge on that by saying 
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we have never yet been able to buy from the mills: and as a result we have to 
buy what material is available and that puts us at a disadvantage which is one 
thing if the price goes up again. 

Q. Roughly, what percentage would it be? Would-it be 10 per cent, 
or 20 per cent or 30 per cent?—A. I did not bring the cost figures with me, 
but I have my reference to the tariff commission where on a particular model 
of saddle, taking out the other materials, the steel in the saddle would amount 
to $1.30—that is all the material going into the saddle. 

Q. All the material?—A. The total material, and that includes rubber 
and leather. 

Q. Would you care to make an estimate of the amount of steel that goes 
into it? By the way, what do you sell your saddles at?—A. You mean, what 
price? 

Q. Yes.—A. We sell at $2.05. 

Q. $2.05, and the material is roughly $1.35?—A. $1.30. 

@. How “much of that would be steel?—A. By taking off the major parts 
from that total I believe it looks like the steel would cost us around 50 cents. 

Q. And on that 50 cents you get a reduction on steel, being allowed there a 
reduction of 20 per cent, or 10 cents per saddle—A. That is true. I have had 
three years of this and there is no way I can clear it up now. 


Mr. Marauis: But in those years you did not have the Geneva Agreement 
in effect. That has only been in effect the last three months. 


The Witness: That is right. 


Mr. Micuaup: Mr. McKinnon mentioned something about ‘a reduction in 
the figures he gave us as applicable before the war, that their goods were coming 
in here before the war and you then had an advantage of 153 per cent, and 
now under the Geneva Agreement they are coming in on a duty of 15 per cent, 
which is a difference of three-quarters of one per cent. On an article of $2.05 
that would be roughly 14 cents, whereas the advantage you get on your steel, 
if the evidence is correctly interpreted, would amount to 10 cents, as against 
14 cents. That would appear to show that the free admission of steel more 
than offsets the disadvantage which would naturally result from Geneva. 


By Mr. Marquis: 


Q. Do we understand, Mr. Jones, that since vou have that reduction in 
steel your company finds that it is a pretty good arrangement in comparison 
with what existed before?—A. Would you state your question again, please? 

Q. You say since you have a reduction in steel— 

Mr. Micuaup: Free admission. 


By Mr. Marquis: 
Q. Free admission of steel your company is finding that the reduction 


has a great advantage for your company in comparison with what existed since. 


the Ist of January?—A. Yes, it would. 

Q. Do you consider it ‘would be satisfactory to have that reduction?— 
A. Well, that perhaps takes care of that angle of it, but you might bear this in 
mind, that we have been through the fire for the last three years on this thing 
and, as a matter of fact, I must admit we have not made a lot of money on it. 

Q. And now in order to maintain your operations, as the United Kingdom 
is ready to put saddles on the market, what you need from your point of view 
is an increase in the tariff?—A. That would help. 

Q. You have to ask for an increase because } of 1 per cent does not seem 
to be a very great change, a very important change, and if your company is 
affected by that reduction I feel that you could only advocate an increase in the 
tariff?—-A. May I say that I understand that the Geneva Agreement is in effect 
for three years. It will be in effect for three solid years? 
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Q. Yes—A. What chance is there to get a tariff against England? 

Q. Leaving the Geneva Agreement out of it for the moment if you keep the 
same tariff you will have the same goods from England. The goods do not 
eome here due to the Geneva Agreement. If you have the same tariff it will 
be 153 per cent. Now it is 15 per cent. The only change as a result of the 
Geneva Agreement, if I understand correctly, is that 3 of 1 per cent, and you 
have had a reduction in steel in the last few days. 


By Mr. Michaud: 
Q. When did you get the reduction, this free admission of steel?—A. That 
is just effective— 
Mr. McKinnon: That is in the budget. 
Mr. Marquis: So your representations have been heard and some conces- 
sion has been given to you. Many firms can get concessions in the budget. 


By Mr. Manross: 


Q. Can you give us the selling price of the English ‘saddles? You say 
there were 6,879 came in as compared with your 608. How much do they under- 
sell you, do you know?—A. I have worked out the average of the dollar value 
of the saddles that come in, but I do not know whether they are all bicycle 
or tricycle saddles. | 

Q. You do not know for the model what percentage they are under-selling 
you?—A, No. I can only get it by dividing one ‘nto the other and presuming 


there are no other types of saddles in that. 


By Mr. Marquis: 
Q. What is the price of English saddles per unit?-—A. The average price 
in 1945 was $1.11. 


By Mr. Manross: 
Q. Im Canada?—A. No, this would be— 
Q. F.O.B. England?2—A. No, there is not sufficient here to tell from this 
whether that is the landed cost or that the duty is included. 


By Mr. Blackmore: 


Q. How many saddles would you estimate you would have to sell a year in 
Canada in order to be able to carry on, supposing that you were selling at 
the rate you have been?—A. Perhaps we could do the same as we did last 
year if we got 29,000 or 30,000 saddles, but there is not that prospect. 

Q. What do you suggest is the way out of the difficulty? Suppose we do 
not raise the tariff. It does not seem practical. Would you suggest a quantitative 
restriction on the entry of saddles from the United States and Great Britain ° 
beyond a certain number?—A. That would be fine, but I do not know how far 
I will get with it. 

Q. How many do you want, 28,000? You would want a market for 28 ,000°— 
A. We have sold an average of pretty close to 30,000 since we have been 
in business. 

Q. How many could you manufacture if you had a year or two to get 
ready?—A. We would not need a year or two to get ready to produce at least 
100,000. We have never operated, except in 1946, at capacity, and since then 
we have even enlarged and expanded. 

Q. If you were given suitable conditions you could supply the total needs 
of Canada in respect of bicycle saddles?—A. I could. 

Q. Within two years?—A. Yes, easily. | 
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By Mr. Timmins: 


Q. Is that your only product, bicycle saddles?—A. It is not the only 
product, no. : 

Q. But it is your main product?—A. I am guessing now, but I would say 
it is pretty close to 90 per cent of our production. 3 


By Mr. Fulton: 


@. You spoke about a reduction in the number of your employees from 
26 to 13. I should like to ask you whether you reduced to that number in 
anticipation of a decline in sales because of British competition or whether you 
actually found them falling off and so were compelled to lay off the men?— 
A. Both of those reasons would enter into that. 


By Mr. Blackmore: . 

Q. The figures you gave would indicate that the United States are a more 
serious competitor than Great Britain?—A. That is right. 

Q. What you would probably find best would be a quantitative restriction 
on United States sales?—A. Yes. 

Q. It would seem to be a little more suitable than shutting out their leather. 

Mr. Harris: Did I understand Mr. McKinnon to say there is some relief 
in the budget resolutions? 

Mr. McKinnon: Not related directly at all to the Geneva reductions, 
because Mr. Jones has been making representations to the government for some 
time in connection with the difficulty of securing in Canada the type of cold 
rolled steel from which he stamps out saddles. As a consequence of those repre- 
sentations for a particular type of cold rolled steel that was put on the free list. 
I do not meatn to imply what was done in respect of steel by way of free 
listing his requirements necessarily compensated him for the small reduction 
such as it was in his protection, but that to that extent it compensated him for 
any reduction that was made. 

Mr. Harris: When would he get the full benefit of that? 

Mr. McKtnnon: I gather Mr. Jones has only recently been aware of that 
himself. 

The Wirness: That is right, this morning. . 

Mr. McKinnon: Unless I misinterpreted Mr. Jones I believe he said he 
heard it this morning. It has not had a chance to work through nor do I think by 
the same token it is quite fair to say that any increase that may have been 
shown since January or February in imports, particularly from the United 
Kingdom, was due to the small reduction that became effective on the 1st of 
January. I do think in fairness to Mr. Jones, because he is not the best witness 
in the world for himself, that I might state to the committee from all I have ever 
heard he makes an excellent product, a first class saddle. 

Mr. Timmins: He has the whole Canadian market. 

Mr. McKinnon: He has stated himself today he has the Canadian market 
pretty much to himself in that he is the only Canadian producer. I do not 
think he has the whole market. He put his participation in the home market 
at 60 per cent. Naturally I do not know Mr. Jones’ private business affairs, 
but if he has got 60 per cent of the domestic market then surely a trifling reduc- 
tion in the rate of duty on imported saddles in the first place cannot be very 
serious, and in the second place certainly cannot have showed up yet in the 


trade returns. Mr. Jones, I suppose you sell directly to the bicycle manu- — 


facturers, or do you also sell repair and replacement saddles to the trade 
generally? 


( 


BANKING AND COMMERCE 3 543 


The Wirness: We have been devoting most of our production to the 
Canada Cycle and Motor Company, and have never gone to the trade. 


Mr. McKrynon: In other words, you have only one outlet for your product? 
The Witness: We were supposed to start. today to enter the field ourselves 
because there was too great a spread from our product to the ultimate consumer. 


Mr. McKrxnon: Maybe I have opened up something there that is not 
quite in line. 


By Mr. Blackmore: 


Q. I cannot quite figure out the figures. The impression I got concerning 
the number that were imported from the United States and the United Kingdom 
was so great I cannot see how you could have 60 per cent of the domestic 
market, thinking of the months of this year?—A. I did not make that state- 
ment concerning this year. It was 1946 in which I had the dollar value, and I 
did half of it. 


By Mr. Marquis: | 
Q. What quantity did you sell from January to March? Have you those 
statistics? 
Mr. Fuuron: He gave us those. | 
Mr. Marouis: Then it will be in the record. : 


Mr. Buackmorr: May I ask Mr. Kemp a question bearing on this matter? 
I do not know whether Mr. Kemp is the man who would advise the government 
in a matter like this. Perhaps he can tell us whether or not it would be feasible 
to suggest to the government that they put a quota on United States bicycle. 
saddles to keep out those the Canadian manufacturers could replace in the 
Canadian market. Can you give us any idea about that? Would it be feasible? 
Since we have shut out United States’ celery and lettuce and I do not know what 
else is it not’ feasible to contemplate shutting out United States saddles, and if 
not, why not? 


Mr. Kemp: I think perhaps I should ask Mr. Deutsch, who is also here, to 
answer that. 


Mr. Buacxmors: I did not notice Mr. Deutsch. I am glad he is here. Pos- 
sibly we could ask Mr. Deutsch with your permission, Mr. Chairman, to look 
into this matter. 

Mr. Duutscu: Mr. Blackmore, that is a matter of government decision. 
There is nothing to stop us from putting them under a quota in connection with 
our import controls we now have in effect for balance of payment reasons. There 
is nothing to stop us. It is a matter for decision by the government. 

Mr. BrackmorE: What we are looking for, and we do not want to get you 
into any difficulty at all, is some sort of means of justifying or condemning—we 
do not care which—the government’s decision in this matter. Why should the 
government choose to shut out lettuce and celery and let in a vast quantity of 
saddles that we could manufacture ourselves in Canada, when we are supposed 
to be looking for American dollars. That question occurs to any common sense 
mind. 

Mr. Micuavup: The volume in dollars and cents would have a bearing. 

Mr. Buacxmore: I just wonder if Mr. Deutsch can give us a lead on the 
matter. | 

Mr. Prnarp: Would there be enough supply in Canada? 

Mr. Devtscu: I gather there has not been in the past. 


Mr. Futon: There is not enough lettuce in Canada either. 
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Mr. Deutscu: I am not directing my answer to lettuce. That is a matter 
of decision for the government as to whether it wants to control this. It is a 
matter of import policy. As far as Geneva is concerned there is nothing to stop 
us from doing it on exchange grounds. It is a matter of decision whether or not 
it should be done. | 

Mr. Buackmore: Do you see any reason why.the United States should be 
more sensitive about a quota on bicycle saddles than she would be about a 
quota on celery? : 

Mr. Deutscu: Not offhand I would not see any reason. 

Mr. Marquis: Probably we use a greater quantity of celery. 

Mr. Deutscu: I am not trying to comment on the imports because it is 
not my position to do so, 

Mr. Micuavup: Would you have any idea as to the value of the saddles 
imported from the United States, and the value of the lettuce and celery imported 
from there? i 

Mr. Deurscu: I would think offhand the value of the lettuce and celery 
would exceed that of the saddles. 

Mr. Micuavp: Considerably? 

Mr. DrutscH: I would think so. I am talking offhand. I have not looked 
at the statistics recently, but my impression at this moment— 

Mr. Buackmore: The reason I: asked Mr. Deutsch is that I got the 
impression that Mr. Deutsch would be one of the gentlemen who would advise 
the government in respect of the commodities to put an embargo against and I 
thought probably we could get some idea from him. 

Mr. DeutscH: No. I do not care to comment, Mr. Chairman, on the 
relative merits of the control on celery or saddles. 

The Vice-CuairMan: And it has nothing to do with the Geneva Agreement. 

Mr. Buackmore: I am not concerned so much about the comment on the 
relative merits, but I wonder if there is any reason why it would be inadvisable 
for us to put a quota against United States bicycle saddles? 


Mr. DreutscH: There may be reasons why it would not be wise. I would 


have to look into that. I do not like to give offhand answers to things I have 
not looked into, and I am not in a position to give any informed comment on the 
question. I would have to look into it. There are many things that are not subject 
to import control at the present time. Generally speaking we have not controlled 
raw materials or component parts as a matter of policy. 


Mr. Buackmore: We have controlled manufactured products? 

Mr. DrurscH: Finished manufactured goods; generally speaking controls 
have been put on the finished goods. 

Mr. Buackmore: Would this be looked upon as a part or finished goods? 

Mr. Dreurscu: Saddles are a part, and a repair part, and generally speak- 
ing we have not restricted the importation of parts because if we did restrict 
the importation of parts it could have a very dislocating effect on industry which 
depends on the importation of those parts. That is the general situation. 

Mr. Buackmore: But if you under your own manufacturing were able to 
produce those parts it would modify the situation. 

Mr. Deutscu: It does, but I believe that gets into the field of Mr. Howe. 
The Honourable Mr. Howe has certain controls on capital goods and so forth, 
and in cases where things can be produced in Canada he is taking steps to save 
exchange in those cases, but it has to be gone into carefully. 

Mr. Timmins: By a permit system? 
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Mr. DevutscH: Yes, you cannot just launch helter-skelter into a thing like 
that because you could create very serious dislocations. That 1s why we have 
not pushed into the field without looking into it carefully. In the case of 
finished consumer goods, of which lettuce is one, dislocations of production cdo 
not arise. You decide whether you need that thing or whether you do not, 


and that is a question of consumption, but when you come to controlling parts 


or component parts you may set up great dislocations, and therefore you 
have got to be very careful. Naturally the government took that into account 
when it drew up the list of goods which were put under control. 

Mr. Harris: I hope Mr. Jones feels that he has had a very sympathetic hear- 
ing from the members of the committee. 1 think they have been very fair to 
Mr. Jones. I am also hoping that the relief he will get in being able to bring 
in tubular steel to make stampings will give him some assistance. I would 
point out to Mr. Jones what he has said will be gone over by all departments, 
and I am quite satisfied he will get a sympathetic hearing on any of the details 
that may emanate from today’s discussion. At the same time in my Judgment 
the committee appreciates very much your coming down here from Stratford 
on your own behalf and answering the questions that have been asked. 

Mr. Marauis: Following the remarks of Mr. Harris I wish to thank Mr. 
Jones. It is not a question of the size of the company. The business 1s 
important to the committee, and I think the members of the committee are 
very glad to have heard him. 

The Vice-CHAIRMAN: Mr. Harris, at the last meeting of the committee 
you said one of the members of the House who is not a member of the com- 
mittee is particularly snterested in this matter, and in due course when we 
convened he would like to have the privilege of making certain observations 
which have occurred to him. 

Mr. Harris: I referred to the honourable member for Perth, Mr. Bradshaw. 

The VicE-CHAIRMAN: Does he wish to say anything? 

Mr. BravsHaw: I do not want to take up any time. Mr. Jones appealed 
to me on his behalf, and while I did not understand his whole position at the 
time I had him come down here. He was down here last week and interviewed 
some of the departments. Then I interviewed the chairman of our own Trade 
and Commerce Committee and he brought the subject up at your last meeting. 
That is all I can say. On behalf of Mr. Jones I wish to thank the committee 
for hearing him. 

The VicE-CHAIRMAN: That concludes the list of witnesses who have been 
asked to come before us. The other companies concerned have been communi- 
cated with and we have received their reply by telegram that they have no 
recommendations to make to the committee and that they do not want to come 
here as witnesses. That leaves two matters on the agenda: The Board of Trade 
of Montreal have not answered our last communication of April 30; and the 
President of the Canadian Importers and Traders Association, to whom we again 
wrote on May 19, has not replied. So as far as the committee is concerned 
that gives us a free slate. I suppose there is now the matter of the report to 
be considered. 


(Proceedings continued in camera). 
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MINUTES OF PROCEEDINGS 


House or Commons, Room 277, 
Turspay, June 15, 1948. 


The Standing Committee on Banking and Commerce met this day at 3.3u 
J o’clock p.m. Mr. Hughes Cleaver, Chairman, presided. 


Members present: Messrs. Abbott, Arsenault, Beaudry, Belzile, Benidickson, 
Black (Cumberland), Bradette, Breithaupt, Cleaver, Cote (St. John’s-Iberville- 
Napierville), Dechene, Fleming, Fraser, Fulton, Gillis, Gour (Russell), Hackett, 


, Harkness, Harris (Danforth), Jackman, Jaenicke, Lesage, Macdonnell (Mus- 
koka- Ontario), Marquis, Nixon, Pinard, ‘Rinfret, Stewart (Winnipeg N.), 
Timmins. 


In attendance: Hon. J. J. MeCann, Minister of National Revenue; Mr. 

| V. W. Scully, Deputy Minister of Taxation, Department. of National Revenue, 
Mr. A. K. Eaton, Assistant Deputy Minister of Finance; Mr. W. R. Jackett, 
Assistant to the Deputy Minister of Justice; Mr. Charles Gavsie, Co-ordinator 
and Chairman of Executive, Taxation Division, Department of National 
Revenue. 


The Committee had before it for consideration Bill No. 338, On Act respect- 
ing Income Taxes. 


Hon. D. C. Abbott, Minister of Finance and a member of the Committee, 
read a brief statement regarding the said Bill. In the course of his statement 
he filed a list with the names of the organizations and individuals who had 
made representations and submitted briefs to him with reference to Bill No. 338, 
and this list was ordered printed as Appendix “A” to to-day’s Minutes of Proceed- | 
ings and evidence. 


The Chairman informed the Committee that communications had reached 
him prior to the meeting from the following: 


1. Telegram—Secretary, Alberta Wheat Pool. 
2. Brief—Submitted jointly by The British Columbia Loggers’ Association, 
The British Columbia Lumber Manufacturers Association, The Cana- 
dian Lumbermen’s Association. 
3. Brief—Submitted jointly by Ontario Mining Association and Canadian 
Metal Mining Association. 
| 4. Brief—Submitted by Canadian Council of Professional Engineers and 
Scientists. 


The Clerk was instructed to mail a copy of each of the above communica- 
tions to every member. (This was carried out at 6.00 o’clock p.m.). 


After some debate as to whether or not oral representations would be 

: received, it was agreed to defer any decision in the matter until such time as the 

Committee had reached such clauses in respect of which requests for oral 
representations have been received. 


The Committee forthwith proceeded to the consideration, clause by clause, 
> of the Bill. 


The Minister answered numerous questions on each one of the clauses. He 
was assisted in explaining the purport of each of such clauses by Messrs. Eaton, 
Jackett and Gavsie. 


At 6.05 o’clock p.m. the Committee adjourned to. meet again at 8.30 
o’clock p.m. this evening. 
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EVENING SITTING 


The Committee resumed at 8.30 o'clock pm. Mr. Hughes Cleaver, Chairman, , 
presided. 


Members present: Messrs. Abbott, Arsenault, Belzile, Benidickson, Black 
(Cumberland) ; Breithaupt, Cleaver, Fleming, Fraser, Fulton, Gour (Russell) ; 
Gillis, Hackett, Harkness, Isnor; Jackman, J aenicke, Lesag® Macdonnell 
(Muskoka-Ontarto) ; Marquis, Nixon, Pinard, Rinfret, Stewart (Winnipeg N), 
Timmins. — 


\ 


In attendance: Hon. J. J. McCann, Minister of National Revenue, and the 
same Officials as are named 1 attendance at the ailternoon sitting. 


The Committee resumed consideration, clause by clause, of Bill No. 338, 
An Act respecting Tncome Taxes. 


The Minister of Finance, Hon. D. ©. Abbott, assisted by Messrs. Eaton, 
Jackett, and Gavsie, 1n reply to questions by the members of the Committee, 
- explained each clause as it was reached. . 
At the end of the day’s sitting the Committee had adopted every clause 


from 2 to 27 both inclusive, with the exception of clauses 8, 11, 12, 13, 16 and 22 


which stood over partly oF in whole 10F further consideration and amendments 
where necessary. 


At 10.20 o’clock p.m. the Committee adjourned to meet again at 3.30 
o’clock p.m. Wednesday, June 16, 1948. 


ANTOINE CHASSE, . 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


HousE oF CoMMONS, 
June 15, 1948. 


The Standing Committee on Banking and Commerce met this day at 3.30 
p.m. The Chairman, Mr. Hughes Cleaver, presided. 


The CHARMAN: Gentlemen, we have a quorum. If it is your wish Mr. 
Abbott will make a general statement in opening. | 

Hon. Mr. Assporr: Mr. Chairman, it would perhaps be appropriate at the 
commencement of the committee’s work on bill 338 for me to make a brief state- 
ment regarding it. 

As I said upon introducing this bill last year, a measure of this kind is 
definitely non-partisan in character. I think all parties agree that we must 
have an income tax. We are unanimous in our desire to see the best possible 
law on our statute books. All will agree that we should strive for simplicity 
and certainty, and that the law should lend itself to efficient administration. 
It is, of course, a matter of policy how far the income tax shall be used for 
raising revenue and how the burden shall be distributed, but however diverse 
the views may be in this field I think we are all on common ground in striving 


for the best possible form of law for the purpose. 


The committee will recall that this measure was introduced in the House 
as bill 454 in the closing days of the session last summer. My purpose is doing. 
that was to give members of the House and the public generally full opportunity 
to study the new bill before the present session. This gave an opportunity to 
interested persons to explore various aspects of the new legislation and to give 
to the government the benefit of their views in the meantime. 

The volume of representations which I have received over the last year has 
fully justified my belief in the desirability of this procedure. I have kept a 
careful record of those who have made representations to me direct regarding 
the new bill, and I may say that the list is impressive. I have received sug- 
gestions from coast to coast, and from practically every organized group in the 
country. Various individuals have written in commenting on particular sec- 
tions of the law, and these comments have been extremely useful. In addition 
to the individual representations regarding the new bill I have received from 
various organizations briefs which have attempted a comprehensive analysis 
of the whole bill with comment on it section by section. While it is impossible 
for me to refer individually to all the briefs which I have received, I should like 
to mention the excellent work done on the new bill by the Canadian Tax 
Foundation, the Canadian Bar Association, the Dominion Association of Char- 
tered Accountants, the Canadian Chamber of Commerce, and boards of trade 
of various important cities. , 

These representations have been extremely helpful, and I should like at 
this time to pay tribute to the constructive work that has gone into the various 
briefs submitted to me. 

I shall leave with you, Mr. Chairman, a list of the various organizations 
and individuals who have made representation and submitted briefs, for it 
might be useful to have that list for the purposes of the record of the committee. 


The CHAIRMAN: Is it your wish, gentlemen, that this list should go on the 
record as an appendix? 


(List appears as Appendix ‘‘A”’’.) 
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Hon. Mr. Assorr: While the present bill 338 differs in some detail from 
bill 454 which was submitted last year, I think it is a fair statement to say that 
the fundamental plan as set up in bill 454 has been preserved, and that the 
changes introduced are more in the nature of refinements and improvements in 
the form of the bill rather than being marked departures from the original 
principles contained in bill 454. | 

As I stated in the House the other day, I have attempted as far as possible 
to avoid significant policy changes in this bill. My view is that important items | 
of policy should be a matter of budget announcement and subject to the regular 
political debate which surrounds the budgeting process. Accordingly, I have 
attempted as far ‘as possible to make this bill essentially a drafting revision, 
although as most members. will know any change in wording may result in a 
different interpretation by the courts which can change the burden of taxation. 

An attempt has been made to improve the arrangement of the law, to 
remove ambiguities, and to generalize certain provisions which in the old law 
dealt with specific situations. Over the past thirty years various provisions 
ave been inserted to take care of particular situations. T hese special provisions 
intermingled with the main body of the law have tended to confuse the main 
pattern of the legislation. One of the changes in arrangement which I think 
will add to the clarity of the law is the plan of setting up special sections for 
special cases following the main body of the law. Special groups only are 
interested in these particular provisions—such as for instance taxation of 
trustees—and it is unnecessary that they should, shall I say, clutter up the 
main body of the law. The definition section, which is quite long, has been 
transferred to the final part’of the Act rather than having it precede the main 
‘body of the law. This, I think, is an improvement. 

One of the most general complaints of the present Income War Tax Act 
is against the extent of ministerial discretion. Bill 338 has retained very few 
of these cases where the minister is to exercise discretionary power. It is possible 
that we have gone too far in this direction. There are some situations where 
ministerial discretion is the only fair way to have certain questions settled. It 
+s a device which avoids the rigidity of a written statute, and it 1s a means 
whereby real cases of hardship may be avoided. Frequently the law cannot 
anticipate all the situations which may arise, and in the absence of ministerial 
discretion there is no alternative to enforcing the letter of the law. 

In connection with the elimination of ministerial discretion, the committee 
is aware that the Income Tax Appeal Board will concurrently be functioning. 
This will be an easily accessible court where the costs to the taxpayer for his 
day in court will not be more than $15. | 

Ag I have said on other occasions, a great deal of work has been put in 
by the draftsman of the new bill. I trust that the general arrangement will 
eommend itself to the committee. 

The CuarRMAN: Thank you, Mr. Abbott. Are there any question of Mr. 
Abbott before we proceed with the bill? : 

Mr. Macponnewu: There is one question which perhaps might be asked 
here. I have of course noted what the minister said about the wide measure 
of discretion which there has been but, notwithstanding that, I would like to 
raise a question as to whether affected parties wishing to have a hearing before 
this committee will be given the opportunity. I have been one of those who 
were very anxious to see the bill progress as fast. as possible and we all agree 
that what is of supreme importance 1s that the bill is as fair and complete as 
possible. Therefore, it would seem to me that it is not desirable, even in the 
interests of speed, to exclude any legitimate representation which is desired to 
be made. I have no one in mind at the moment but I thought this would be the 
best time to raise the question. ; 
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Hon. Mr. Asporr: That of course would be in the hands of the committee. — 
My view respecting verbal representations before the committee would be this. 
Since the purpose of this bill is not to change policy matters but to try. and 
rearrange and simplify the existing tax statute, it is going to be difficult to 
conduct ¢ prolonged investigation on tax policy matters. If we hear representa- 
tions from one group I would think it would be almost inevitable that we would 
have to and probably should hear representations from a good many others. 

My thought was this, that in view of the work that has been put on this 
bill, the time which has been allowed to elapse for the submission of written 
representations, we should try to put it on the statute books now. It will become 
effective as proposed only from the Ist of January next, and as the committee 
will appreciate if, as is quite likely to be the case, there are still some bugs 
in it here and there, there will be an opportunity to correct those in the amending 
Act which will have to be brought in with next year’s budget. I think it is safe 
to say that the Income Tax Act must of necessity be reconsidered and amended 
to some extent each year. 

I would hope that the committee would not feel it was necessary to hear 
verbal representations now but, of course, if a case was made where it was felt 
really desirable to do so that would rest with the committee. My own view is 
that it being essentially a drafting job there has been ample opportunity for 
those interested to put their submissions forward in writing as they have done. 


Mr. Macponnetu: May I make a suggestion? I have no knowledge that 
anyone at the moment has asked to make representations. Can we leave that 
question open? Maybe it will not arise. 


Hon. Mr. Assporr: Oh, quite. | 
Mr. Macponnetu: As long as we understand that it can be considered. 


Hon. Mr. Assorr: Oh yes, I do not want to take a dogmatic attitude at all. 
I think it would be wise to leave that open. 


Mr. Furron: I should like to ask whether any requests have been received 
asking to be heard? 


The CuHatrMAN: I was going to advise the committee that I have three 
letters and one wire with attached representations. My suggestion would be that 
I would have the committee clerk have mimeographed copies made of these 
briefs and sent to every member of the committee. As we proceed with our 
work the members of the committee can read up on those briefs and should the 
occasion arise wherein a majority of the committee feel that there should be 
evidence called of an explanatory nature to explain a given brief why then, 
of course, I am in the hands of the committee. In the meantime I will see 
that every member of the committee receives copies of all representations that 
come to the committee immediately they are received. If that is satisfactory 
we will carry on in that way. 

Mr. Futron: The only thought that occurs to me there is this. I do not 
know what representations are in the communications you have received, or 
what sections of the Act they wish to be heard on, and it might be if we proceeded 
now we might pass some of the sections on which various bodies wish to make 
representations before we have received the mimeographed copies. I wonder 
if you could indicate— 

The CHarrMAN: Yes. The Ontario Mining Association and the Canadian 
Metal Mining Association, 2 composite one; the Canadian Council of Profes- 
sional Engineers and Scientists; the British Columbia Loggers Association, the 
Lumber Manufacturers Association, and the Canadian Lumbermen’s Association. 
In a hurried glance through them I would say they all have to do with depletion. 


Hon. Mr. ‘Assorr: May I interject that as to that section, of course, I 
have had similar representations and if we should reach it today I would ask that 
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the section should stand in order that my own departmental officials may give 
consideration to those representations and to others which I received. 

Mr. Futron: Then we would have an apporuniy to decide whether we 
should hear individuals? 

Hon. Mr. Asporr: Quite so. I think the committee will find, if I may say 
so, that it is unnecessary to hear them. 

The CuatrMan: If I may complete this for the record, the final repre- 
sentation I have is a wire from the Secretary of the Alberta Wheat Pool. 

Mr. JamnickE: May I ask the minister a question? Does the minister mean 
that we cannot propose any amendment that would affect policy? 


Hon. Mr. Aspsorr: Well now, my answer to that must be that I would have 
to take the same stand here that I must take in the House with respect to a 
money bill. I think it would be quite competent for a member of the committee 
to propose an amendment which affects policy which does not primarily affect 
let us say the balance of ways and means, and there are a good many cases of 
that. in the bill. But the powers of the committee here would be exactly the 
same as the powers of the House in committee of the whole. That is my 
understanding of the rules as apphed to amendments. 

Mr. Mareuis: I would just like to say in passing that it appears to me 
there is some anomaly in the law. Apparently we can propose amendments so 
long ‘as they do not affect ways and means. As I see it, | do not think it would 
be in order to bring in any amendment which would remove a section of the 


bill. However, I wish the minister would let us know what the authorities © 


have to say as to that. 


, Hon. Mr. Asporr: I wonder. It is pretty hard to give a general ruling 
as to what would be in order at this stage on various points. Could we not 
deal with them when we come to the particular sections? 


fr. Marquis: Could we not consider it as an amendment? 
Hon. Mr: Assorr: Off hand I would think it would be in order. 


Mr. Fuuron: Surely, Mr. Chairman, it would be open to the committee to 
pass a resolution by way of amendment. 


Hon. Mr. Assort: Oh, yes. 


... Mr. Futron: Then the committee would be free to make shanties in the 
act. I mean, if the strict interpretation the minister puts on it were applied 
I think it would be that we could not pass any resolution which if adopted 
would result in upsetting the balance of ways and means. Surely you didn’t 
mean that. Surely we can pass a recommendation by way of resolution that 
this. or that change be made in the act, even though if that were adopted it 
would result in a loss or reduction of revenue. 


Hon. Mr. Assorr: I am not much of an expert on rules but I would think 
it would be open to the committee to take any recommendation that the govern- 
ment should consider doing such and such a thing; but if it came to the amend- 
ment, for instance, of a section of the act which is the charge, the taxing section, 


I do not think it would be within the competence of this committee or the House. 


in committee of the whole to amend that section. That is the essential section 


of a money bill, and I would think it would have to be preceded by resolution | 


in the usual form presented ‘by a minister of the crown with the approval of the 
governor, general. 
The Cuairman: The minister has been good enough to indicate that he 


hopes : ‘to be in attendance on the committee at practically the whole of our 
sittings. . ° 
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Mr. Marquis: As I understand the minister, his view is that the committee 
would be free to make recommendations, but that its power with respect to 
amending sections of the act would be limited by the rulés which apply in the 
House; that only a minister of the crown can move an amendment to a money 
bill, as he has stated. 


Mr. Giuuis: On this matter of representations, have you had any representa- 
_tions from the Co-operative Union of Canada for changes in the sections? 


oD Hon. Mr. Assporr: The Co-operative Union of Canada and a great many 
other co-operatives as well filed with me as minister of finance very carefully 
prepared briefs. ‘They were filed some time ago, in fact were filed before the 
budget was brought down. One or two of their minor recommendations were 
accepted. The Prime Minister and some members of the government met 
a large delegation from the co-operative this morning, and some of the major 
points which they have been stressing—the three per cent rule and the definition 
of payment and the question of reserves, were again presented. Now, these are 
substantial matters of policy. I explained to the meeting that some of those 
were still being considered; that the three per cent rule is one that we have 
been considering for some time, but that it had not been my intention to settle 
policy questions at this time in the banking and commerce committee; that those - 
were matters for government decision and presentation as a budget amendment, 
and for debate in the whole House. I think that the delegation were satisfied 
with that statement. I think they had been under the impression that opportunity 
was going to be afforded before the banking and commerce committee to present 
policy questions as well. I explained that it was only a couple of weeks ago 
that I really came to the conclusion that it would perhaps expedite matters to 
bring the matter before the banking and commerce committee, but up to that 
time I had contemplated handling it in the House in committee of the whole in 
the regular way. That is the position with respect to the co-operative unions, 
and I think the individual co-operatives. There are major questions there which 
I think are policy questions and would have to be settled by the government 
and then brought into the house for approval. 


Mr. Giuuis: There was no mention made of them at all. 


Hon. Mr. Assorr: In the list that has been tabled I think we have had 
more representations from organized co-operative unions and from individual 
co-operatives than from possibly any other single group. 

Mr. Furton: Will the minister have any announcement to make in the 
course of the bill with respect to any changes affecting co-operatives? Are you 
contemplating any amendments? 


Hon. Mr. Assorr: The only amendment I contemplate making is with 
respect to a provision having to do with co-operatives enacted this year, imple- 
menting the proposals put forward in my budget speech. Any further amend- 
ments will have to come as a result of further consideration by the government 
resulting from representations made by the associations. 

It is possible that there will be a change in the section which relates to a 
policy matter, which is perhaps a minor one, from the point of view of the 
general taxpayer. 

») Following a meeting with the representatives of the co-operative union, 
their solicitor, Mr. Francis, was going to discuss this minor change with the 
officials of the Department of Justice and with my departmental officials, 

I have not had an opportuaity of going into this matter as yet, but if we 
reach that question before we have an opportunity, we will let it stand. - 

Mr. Fuuron: Which section will it be. 


Hon. Mr. Assorr: The section relating to the definition of “payments”. 


6 
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Mr. Futron: Under division (f)? 

The CHAIRMAN: Page 49. | 

Hon. Mr. Assott: Section 68, subsection 4, on page 49. 

Mr. JAENICKE: Have we got the terms of reference from the house with 
respect to this bill? 

Hon. Mr. Apsorr: What was that? 


Mr. JagnnicKe: Have we got the terms of reference from the house with 
respect to this bill? 


Hon. Mr. Assorr: The bill is simply referred to the Banking and Com- 
merce Committee; the principle of the bill is approved upon second reading and 
it is then referred to this committee. 


Mr. JAENICKE: Just like any other bill? 


Hon. Mr. Assort: Just like any other bill. My view is that the considera- 
tion which is then given to the bill is on all fours with the consideration given 
by the house in the committee of the whole. But, after having been considered 
here, it is again considered in the house by the committee of the whole. 

Usually when a bill has had a pretty careful scrutiny by the Banking and 
Commerce Committee and goes back to the house upon amendment acceptable 
to the government, the proceedings of the Committee of the whole are expedited. 

The CuatmrMAN: The actual wording of the reference would read in these 
words: Ordered that the following bill be referred to the Committee on Banking 
and Commerce; and then the title of the bill. 

Now, if there are no further general questions— 


C 


Mr. Fiemine: Has there been any intimation from the Tax Foundation 


that they would like to be heard before the committee. 

Hon. Mr. Apsorr: No, there has not. The Tax Foundation has. been ex- 
tremely helpful in this case. 

The officers of the Foundation asked about the proceedings before the 
committee, what form they were hkely to take, and I said, that my view was 
that it was unlikely that we would go into the question of hearing verbal 
representations from a great many organizations. It would seem more satis- 
factory to rely on those which had already been put in. So far as I am aware, 
that is quite satisfactory to the Foundation. 


Mr. Fuemine: If the commissioner has advised the Tax Foundation and per- 
haps others as well that oral representations might not be desirable before the 
committee, it may be that if the committee felt it would like to hear oral repre- 
senations the Tax Foundations and others would care to make them. I wonder 
if the committee should not give consideration to that question, Mr. Chairman? 


The CHarrMAN: You were not here at the opening of the committee and this 
matter was brought up then. The way the matter stands is that representations 
made to the committee by way of letters, briefs or otherwise will be mimeo- 
graphed and immediately delivered to every member of the committee. In this 
way the members of the committee can study them as we go along. If any 
occasion arises for a point to be brought up, it will be brought up either in the 
general committee or the steering committee. 


Mr. Fiemine: That would be for the written representations, but what 
about the oral representations? 


The CuarrMan: I have already indicated to the committee I have four rep- 
resentations on my desk now. . 


Mr. Fiemine: I was dealing with the oral representations. 


Mr. MacDonne tu: Was it not also understood that if any case arose where 
oral representation was desired, the way would be open for it? 
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The CuamMan: Yes, the matter is entirely in the hands of the committee. 

So the committee will know what is going on, any representations which are 

made will be immediately communicated to the members of the committee. 
Gentlemen, if you have finished your general observations— 


Mr. Buacx: As I understood the statement of the minister, there are no 
changes in this bill having to do with co-operatives and none will be permitted 
in this committee? 


The CHamrMAN: It is very difficult to hear you Mr. Black. « Could you 
repeat what you said? 


Mr. Buacx: I understood from the statement made by the minister in 
reply to Mr Gillis no changes had been made in this bill before this com- 
mittee. There are no changes in the legislative provisions and it is not the 
purpose of the government to accept any amendment to the provisions with 
respect to co-operatives? 

Hon. Mr. Apsorr: I think my position on that can be stated simply. I do 
not think major amendments to the income tax law could be made in the Bank- 
ing and Commerce Committee. I think those are properly subject to a decision 
by the government and brought in as budget proposals to be debated in the 
House as a whole. This committee is being asked to consider a consolidation of 
the re-drafting of our existng income tax law. There may be some incidental 
questions of different language but it is not my intention to bring in further 
major amendments on questions of policy relating to either co-operatives or 
any other class of taxpayer at this session of parliament. 


_ Mr. Buacx: There are no changes whatever in this Act over previous legis- 
lation? 


Hon. Mr. Assorr: Drafting changes only; as I said in my preliminary 
statement, I have tried to avoid any major policy changes. 


Mr. Hacxetr: I admire the frankness of the minister but if he has cor- 
rectly stated the proposal, are we not almost wasting our time here? If this 
is to be, why don’t we vote. 


Hon. Mr. Assorr: As I explained before you came in, I feel what we are 
doing here is what the House would be doing in committee of the whole on this 
bill. Since this is a rather technical subject, after I discussed it with various 
members of the House, it seemed to me detailed consideration of the clauses 
could be more efficiently handled here in the Banking and Commerce Committee 
than in committee of the whole House. But, in the same way that I could not 
permit amendments to a money bill in the committee of the whole House, they 
cannot be allowed in the Banking and Commerce Committee. I think very 
valuable work could be done here on the drafting Job. 


Mr. Hackett: I do not want to indulge in a controversy, but if this income 
tax bill is to be placed in the position of a money bill, are we not denying our- 
selves or is not the administration denying itself the benefit of discussion? 


Hon. Mr. Asgsorr: Well, the Income Tax Act is one of the most important 
money bills on the statute books. 


Mr. MacDonneuu: Could the minister not accept this statement? Is not 
this Act a mechanism which the government uses in its future taxation measures 
and even though something we pass here might, let us say, effect the productive 
value of one of these sections, nevertheless, the government when it brings in 
its money bill could adjust its rates so as to get more from that. In other 
words, if I am correct in stating that this is purely a piece of mechanism and 
does not, itself, determine what actual rate of tax is to be paid, as I think it 
does not, then it is not a money bill. 
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If I may just add one other word. The minister has already indicated that 
amendments are to be made—indeed he has told us he 1s contemplating one 
already— 

The CuatrMan: I think amendments, as I understand it, would be per- 
pectly in order with respect to the machinery but not with respect to the amount 
of taxation. 

Mr. Hacxerr: My remarks were directed to bill 388. 

The CHarrMAN: Bill 338, unfortunately, is a composite bill which contai 
the machinery as well as the amount of taxation. 

Mr. Hacxert: Just let me say this in a hurry. It seems to me unfortunate— 

Mr. Brerruaurt: The committee at this end of the room is not getting 
the benefit of the conversation taking place at that end of the room. 

Mr. Hacxerr: I am verv happy that Mr. Breithaupt should think that this 
conversation should interest the committee as a whole. It seems to me unfor- 
tunate that we should be dealing with an Act which we hope will be useful 
for many years and find it in such a brittle condition that it cannot be amended 
or improved because it is tied up with a money bill. If I have correctly under- 
stood the situation it seems to me we are losing time in debating it, if it cannot 
be amended. I was hopeful that the minister would throw some light on it. 

Hon. Mr. Asporr: Perhaps I have not made myself quite clear. I was 
thinking there would be a great many sections of this bill which may be amended 
in this committee, amended quite substantially, in the same way those same 
sections could be subject to amendment in the committee of the whole House. 

I do not think, for instance, a section such as section 31 which sets out the 
rates of tax applicable to individuals and the like could be amended. I cite that 
as an example of a place where this committee could not amend a section. 
I do not think this committee could amend the charging section which is 
section No. 2; that is the most important section of this bill. It is the section 
which imposes the tax on the subject. Now, I cite those as examples of places 
where the committee could not amend. It might suggest a better wording. I do 
not think it could amend in substance. 

However, I think there are a great many sections which the committee 
would be perfectly free to amend. _ 


ns 


Mr. JAmENICKE: We could pass a resolution recommending amendments to - 


the government, could we not? ; 

Hon. Mr. Assorr: I suppose so. The committee can pass any resolution 
recommending consideration on anything, but it could not amend certain 
sections without the concurrence of the— 

Mr. JAENICKE: Yes, I realize that. 

Mr. Macponneuu: Is not the commonsense of it the fact that we cannot 
do anything that will change the government’s revenue during the current year? 
The CHamrMAN: Section 2, subsection (1). Are there any questions? 

Mr. Timmins: The word “resident” in subsection (1) really means that a 
person who is engaged in business outside the borders of Canada but is ordinarily 
resident in Canada, is going to be taxable under this section. Is that not so? 

Hon. Mr. Assorr: Perhaps Mr. Jackett could answer your question. 
Mr. Jacxerr: There is no change from the Income War Tax Act; that is 
the general basis of taxation in the present Act, and it will continue to be so. 
If he is carrying on business outside of Canada, he will pay a tax there and he 
will get a tax credit here. 
ee Pa Timmins: There is a reciprocal arrangement later in the Act covering 
hat? 
Mr. Jacxerr: That is right. ; ™ 
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The CuatrrMan: Mr. Jackett, are there any substantial changes made in 
the law by section 2? 

Mr. Jacxert: Generally speaking, it is the same. The law has been 
simplified; some of the very special provisions that were in section 9 of the 
Income War Tax Act for bringing in special classes have been dropped. 

Mr. Rinrret: Are you dropping the 183 days, for instance? 

Mr. Jacxert: No, the 183 days is still in. It is still covered in the. 
definitions. 

The Cuamrman: Are there any further questions on section 2? 

Shall section 2 carry? 


Mr. Fraser: No, section 2, part (8) reads, 
The taxable income of a taxpayer for a taxation year is his income 
for the year minus the deductions permitted by Division C. 
I just received a letter this morning which says that the Toronto Daily Star of 
the 29th of May, 1948, reported on a decision of Mr. Justice O’Connor wherein 
the learned judge held, contrary to the departmental attitude, that a husband 
whose wife was engaged in business by herself, or jointly with her husband, or 
engaged in a profession and had an income of more than $660, would not lose 
his married status. . 
The Cuatrrman: Mr. Fraser, would it not be wise to defer that question 
until we come to section 25? 
Shall section 2 carry? | 
Mr. Lusacr: I see in subsection (3) it says, | 
The taxable income of the taxpayer for a taxation year is his income 
for the year minus the deductions permitted by Division C. 
The Cuamrman: You will find Division C at page 16 of the bill. 


Mr. Lesage: I just want to draw attention to the fact it seems to me section 
33 of the bill, which is in Division E does allow certain deductions and it is not 
mentioned in the definition of taxable income as an exception. 

Hon. Mr. Asporr: That is a deduction from tax, Mr. Lesage. These are 
deductions from the gross income before calculating the tax. Section 33 provides 


for a tax credit, a deduction from the tax after it has been calculated. The 


deductions here are deductions from the gross income before arriving at the 
taxable income. 


The CuHarrRMAN: Shall section 2 carry? 
Carried. 


Section 3, Computation of Income. Shall the section carry? 
Carried. 


Section 4? 

Mr. Futon: Mr. Chairman, I wish to raise a question here. I will try to 
do it and avoid what the minister has asked us to avoid, that is making any 
suggestions which would immediately affect the revenue this year. The point 
was referred to in the budget debate and I think it should be given consideration 
when we are debating this matter of definition, if you like, of mcome. 

Many members of the committee will be familiar with the position where 
the small business man wishes, let us say, to bring his two sons into the business. 
He would like to incorporate. He finds if he does so he will have to pay two 
taxes, one corporation income tax and the other a personal income tax. ‘There 
is no way in which that poor business can avoid paying a double tax if it 
incorporates. I should like to recommend to the government that some exemp- 
tion from tax be given to that type of small business, providing the company 
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does not offer shares for subscription by the public. Some exemption could be 
given to that company up to a specific amount of income because all the profit 
is divided between the shareholders. A tax is paid on it by the company and it 
is subject to personal income tax in the hands of the individual. I was going 
to suggest it should be exempt up to about $25,000 a year, otherwise a double 
tax is paid upon it. This is quite discouraging to incorporation. 

Hon. Mr. Apsorr: That is true, but it is also true of the individual. If 
quite true. However, the same thing applies to every private corporation and 
it applies to every public corporation, too. A public corporation is also owned 
by shareholders. The corporation pays a tax at the corporation rates and then 
the dividends when received by the shareholders are taxed. 

What you are suggesting is something analogous to the old family corpora- 
tion provision which used to be in’the Act many years ago and which was 
finally discontinued. As you appreciate though this is a major policy matter 
which does effect substantially the revenue of the government. 

In practice, in a good many of these small companies, I believe the profits 
are largely absorbed in salaries because the shareholders are the executives and 
workers in the company. 

Mr. Futron: 'Then, the point arose, if they wanted to leave any portion 
of their profits in the business for re-investment and expansion of the business 
they are taxed on that as well. 

Hon. Mr. Assorr: I am familiar with the problem and what you say is 
an individual does not incorporate himself, he cannot accumulate capital except 
out of tax paid income. The same rule should be applied to corporations as to 


individuals. However, the point you are raising is that there is some double 


tax. What they could do is to pay the corporation tax and leave the profits 
in the business then they do not pay any personal income tax as long as it is 
not distributed in dividends. 

Mr. Furron: It is largely discouraging both to re-investment of profits 
and the incorporation of small businesses. We have, in our law, recognized 
the corporate principle. There are certain benefits which people receive from 
incorporation. At the moment, because of our tax system we are preventing 
them from taking advantage of those benefits. 


Hon. Mr. Asporr: One of the main benefits received from incorporation is 
limited lability. A man who is in business by himself or with a partner does 
not have the advantage of limited liability in the event of misfortune. One 
of the advantages of incorporation is this limited liability. There are others, 


but that is one of the main advantages. The State gives that benefit and imposes — 


certain charges for it, I suppose. 


Mr. Fu.ton: As I say, obviously it could not be accepted this year as an — 


amendment to the Act. What I really wish is to ascertain whether the minister 
or the department has considered the question of allowing some exemption, 
even if it is limited to income which is re-invested in the business and thereby 
encouraging the expansion of new enterprises in Canada in the future? 


Hon. Mr. Aspott: Well, that is a matter on which I would find it difficult 
to express any view now. It is a matter which would have to be considered and 
would have to be the subject of a budget presentation. My present inclination 
would be against such a proposal but I have not given it any consideration for 
years, not since the question of the old family corporation provision was taken 
out of the Act. 


_Mr. Fuurron: Then, there is no way in which double taxation could be 
avoided, and there is no way of recommending any provision which would avoid 
double taxation? 


ie ie eee ell 
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Hon. Mr. Assorr: That is a very large question and one which is extremely 
difficult. One way of eliminating double taxation would of course be to eliminate 
the corporation tax. 


Mr. Macponneuu: Could I ask a question? I believe the point raised by 
Mr. Fulton is a very good one. I heard the minister say he had not given any 
thought to this matter for years. I mentioned it in my budget speech so I 
rather hoped the minister had given some consideration to it. I would suggest 

9 there is a real point here, not so much now when the goose hangs high, but when 
we reach the point where enterprise is really important and is appreciated more 
than it is now. I think this is a inatter which might receive very serious con- 
sideration because I believe Mr. Fulton has not in the least exaggerated the dis- 
couraging feature from the point of view of people starting small businesses. 
The money left in the business is subject to a heavy tax. 

The CHAIRMAN: Shall section 4 carry? 

Carried. 


Section 5? 

Mr. JAmNIcKE: There is a difference at the end of section 5 in bill 338 as 
compared with section 5 in bill 454. For instance, this second section has been 
left out entirely. What is the explanation for that? 


Hon. Mr. Apnsorr: That -was a proposed change which was eliminated 
because, on consideration, it was found there would be almost insuperable 
administrative difficulties. | 

Mr. MAcponneE tu: If, in each case, we were told what the changes are, it 
might help us in our deliberations. 

The CHARMAN: As each section is called, if Dr. Eaton, Mr. Jackett or Mr. 
Gavsie could communicate what changes are made, it might be helpful. 

Mr. JAmNiIcKE: There is apparently some right taken away from an em- 
ployee there. 

- Hon. Mr. Axsporr: It does not exist now in the Income War Tax Act. It 
does not exist today. We had thought, in drafting bill 454, that perhaps it 
eould be done. On further consideration it appears it is not administratively 
feasible. However, that right does not exist under the law as it stands now. 


Mr. JAENICKE: I thought we might have an explanation as to what the effect 
of it would have been. What is the effect of section 5 in bill 454 and as it 
reads now? 

Hon. Mr. Assorr: The second point was that it was clear it could not be 
confined to wages and salaries, but would have to be extended to all other kinds 
of income, dividends and interest and things of that sort. 

Mr. JAmNICKE: Would you care to elaborate on it? 

Hon. Mr. Assorttr: I am told I have pretty well covered it. 

Mr. JAENICKE: I do not know what is dealt with in paragraphs (g), (A) and 
(7) of subsection (1) of section 11. I suppose I could look it up. 

Mr. JAcketT: Paragraph (g) of subsection (1) of section 11 deals with 
the employee’s contribution to pension funds. Paragraph (j) deals with the 

> alimony payments he has to make. Subsections (7) and (8) of section 11 are 
’ the new provisions which we put in the Income War Tax Act this year in 
respect of expenses of salesmen and expenses of transport employees. 

The CHAIRMAN: What is the last reference to section 11? 

Mr. Hackett: Subsections (7) and (8) of section 11 which are to be found 
on page 10 of the bill. 

Mr. JAENIcKE: You mean to say that was not in the Act before? You 
mean to say a salesrnan had no right to claim expenses? 
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Hon. Mr. Asporr: That was a budget provision this year. 

Mr. Japnicke: A salesman had no right to deduct his expenses previous 
to this year? | 

Hon. Mr. Appotr: There was a question, before the amendment made this 
year to the Income War Tax Act, as to whether persons who received their 
income from commissions in the sale of property or for the negotiating of con- 


tracts were entitled to deduct from those gross commissions the expenses incurred | 


in the earning of those commissions. Now, that has been made clear. I men- 
tioned it in my budget speech and it was covered in the amendment to the 


‘Income War Tax Act which we put through the House the other day. This 


is the corresponding provision in the bill which is before the committee. 

Mr. Fraser: May I ask a question, Mr. Chairman, in connection with the 
travelling expenses and allowances? Are they all the same? I understand 
you have allowed a rate of 4 cents a mile, is that correct? : 

The CHAIRMAN: I think, Mr. Fraser, if you would wait and ask your 
question when we come to the proper section, it would be helpful. 

Mr. Fraser: What section would that be? 

Hon. Mr. Assotr: It is subsection (7) of section 11. These are really 
statutory travelling allowances, if I may so describe them, such as a judge’s 
statutory allowance of $10 a day; the travelling allowances fixed under the 
service reeulations and these diplomatic travelling allowances and _ special 
representation allowances to members of the diplomatic service. The regular 
expenses for travelling are under section 11 on page 10. They apply. to all 
taxpayers. ; 

The CHARMAN: Shall section 5 carry? 

Carried. 


Section 6? : 

Mr. Macvonnetu: I should like to ask a question on section 6. I would 
be grateful for an explanation of subsections (e) and (f). I suppose I am wrong, 
but it seems to me there is an extra amount gets in there. 


Mr. Jackett: At the present time the only provision for doubtful debts 
is a prohibition against a deduction for reserves except such amount as the 
minister may allow for doubtful debts. After considering a number of repre- 
sentations we put in four provisions; one with regard to the inclusion of 
amounts which have been deducted in the previous years for doubtful debts, 
another relating to the inclusion of amounts collected on bad debts for which 
a deduction had previously been taken, another allowing a deduction for debts 
that have become bad in the year and a fourth allowing a reserve for debts 
that have become doubtful in the year. I would point out that with regard to 


doubtful debts that this provision allows a reasonable amount each year in. 


respect of such debts. It is also required however that the same amount be 
taken in in the next year so each year you have a system of determining what 
reserve there should be for doubtful debts and adjusting it by bringing that in 
the next year. | 


Mr. Macponnetu: That is what I thought it was, but let me read this: 


The. amount deducted as a reserve for doubtful debts in computing the / 


taxpayer’s income for the immediately preceding year. 


Take a simpls case. Supposing it was $25,000, that is what you deduct. 
Then, the whole of that $25,000 is put in in your income for the next year. 
Then also, in the next year you put in anything which you have received. 
Now then, supposing you deducted that $25,000 in the one year and then you 
received the whole of it? 

Hon. Mr. Assorr: But the key words here are, “for the immediately 
preceding year”. 


° 
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Mr. Gavste: Would you look at the bottom of page 7 and the top of page 8 
which provide for a reserve for doubtful debts and bad debts. Each year, you 
set up a reserve for that year, so that next year you have to take that into 
income to the extent you have not used it. 

Mr. Jackett: I think what.is bothering Mr. Macdonnell is the fact we have 
drawn a distinction between a reserve for doubtful debts and the actual treat- 
ment of the debts which are shown to have become bad. 

Mr. Macponneu: I imagine you are right, but would you explain to me 
how paragraphs (e) and (f) work? Let me take my simple illustration. Last 
year I deducted $25,000 as a reserve for doubtful debts. Now, that is added to 
your income for this year. That is right? That surely could only be added to 
the income for this year. 

Mr. Jacxetr:. No. It is added on the basis that this year you will be 
allowed the full amount of your reserve and the deduction, so that there is no 
change in your situation. Under this section the amount that is deducted will 
be equivalent. : 

Hon. Mr. Azsort: Is it fair to put it this way: You add up the gross income 
for 1948. The income would include the reserve which you set up the pre- 
ceding year for all debts, and any bad debt collections during the year. 
From that gross income before computing your tax you then deduct the actual 
bad debts and reserve for doubtful debts which you are providing for that 
current year, 1948. You are including in your gross income for 1948, your 
doubtful debt reserve set up for 1947, and the amount of bad debts which you 
actually collected in 1948; and then you would deduct from the resulting figure 
the reserve that you were setting up for 1948 and the actual bad debts in 1948. 

Mr. Macponnewu: That is all right, but there is no reference to that in 
the section. 

Hon. Mr. Asporr: The act actually does that very thing. 

Mr. Macponnetu: Your explanation seems satisfactory but there is no 
reference to that in the act as it 1s. 

Hon. Mr. Assorr: But you get your deductions allowed in computing 
income in section 11. 

Mr. Macponneuu: It seems to me that the draughtsmanship is faulty. 

Hon. Mr. Assorr: I would not think so because under section 6, we set up 
the specific amounts to be included in computing income. In section 11, we set 
out the deductions which are allowed in computing income. The real purpose 
of the act is that in making up your income tax return you can look at section 6, 
and see what you must include and then you look at section 11, and some of 
the other sections to see what you can subtract in order to arrive at your net. 

Mr. Macponnetu: What objection would there be to putting a reference 
to section 11, in this section 6? 

Mr. Fuuron: Mr. Chairman, it is very difficult for us to hear. 

Mr. Gavsin: If you look at section 11, on page 7, you will find that it states, 
‘notwithstanding any other provision in this Division, the followmg amounts 
may, subject to subsections (2) and (3) of section 12, be deducted in computing 
the income of a taxpayer for a taxation year.” 

Mr. Macponneuu: The only reason I made that suggestion was for con- 
venience in the reading of this section. 

Mr. Gavsin: We tried to see if we could do that, but we found that it was 
quite hopeless. 

Mr. Hackett: Would it be a reasonable thing to make a reference in this 
section to the section dealing with the deductions? I am thinking of the person 
who is trying to use the act. 


14338—2 


562 STANDING COMMITTEE 


Mr. Gavstm: I think it is fairly clear if you bear in mind the definition of 
income and taxable income. You notice section 11, says, “in computing income 
what you are trying to arrive at is the taxable income.” 

Mr. Macvonnett: I do not think you are making it easy or clear for the 
average person who reads this. oe | 

Mr. Gavsie: Well, it does take a long time to follow it. 

Hon. Mr. Asporr: The suggestion has been made that there might be a 
change in the style of drafting the marginal notes, and certainly the consolida-. 
tion which is published for the use of the taxpayer might put in a marginal 
note reference to section 11, paragraphs (d) and (e) of subsection (1). 

Mr. Macponneuu: It is bad for the lawyers who act for the other people. 

Hon. Mr. Asporr: We will have a look at that. 

Mr. Trumins: With regard to the last paragraph of that particular section, 
section 6 (7); 1 wonder if the minister would explain; “amounts received by 
the taxpayer in the year that were dependent upon use of or production from 
property whether or not they were instalments of the sale price of the prop- 
erty, but instalments of the sale price of agricultural land shall not be included 
by virtue of this paragraph.” I wonder if he would explain just what is meant 


by, instalments on the sale price of property? 


Mr. Gavste: There was a case in about 1928, I think it was, which held 
that a royalty to be regarded as a rcyalty or royalty agreement must have been | 
written in the form of a sale; but notwithstanding, that this was a royalty 
which would not be subject to tax; and that is the purpose of this section, 
which was included in the Income War Tax Act. 

Mr. Truamins: Was there curative a little further on? : 

Mr. Gavste: This provides for taxing the amount which is paid as you 
share of the production, which is really an income item; and while the agree- 
ment may be in the form of a sale there really is the amount you receive by 
reason of production. It relates very directly to oil wells. 

The Crarrman: Is it not an attempt to tax capital? 

Mr. Gavsie: No. 


Mr. Futron: I was wondering if there would not be some danger that you 
might get a claim under an agreement of sale. It does not say whether or not 
they were instalments on a sale, of the sale price of the property. 

Mr. Gavstn: The payments are dependent upon the use or production of the 
property, if it were a straight sale. The payment must be part of the result 
of the use or production of the property. 
Mr. Timmins: The section is predicated upon the word “use.” 

Hon. Mr. Assotrr: That is correct. 

Mr. JACKMAN: So, under section (j), provision is made to take care of 
instalment payments for the use of property; is that it? 

Mr. Gavste: It is based on use or production. In other words, you get a 
percentage that would be regarded as a royalty, notwithstanding that the form 
of the agreement might be in the form of a sale, except that payment is depen- 
dent upon production. It is not an outright price for the transfer of title. It 
is an amount based upon its use, which is a royalty. 

Mr. JaAckMAN: In other words, if a person had an idea and sold it for a 


lump sum it would be a capital charge. If he gets payment by instalment over 
a period of years— 


Mr. Gavsig: No, based upon use. 


ee JACKMAN: But suppose the word “use” does not come into the contract 
at all? | 
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Mr. Gavsie: If it were just $100,000 payable $10,000 a year, then it would 
not; but if it were $100,000 and the transfer of title provides for payment of 
10 per cent of the gross proceeds a year, then we would regard it as income 
under this section of the bill. 

Mr. JAckMAN: May I call attention to the section dealing with premiums 
on shares. I suppose this will come to the heart of the income tax and perhaps 
is not discussible here. If that is your ruling I will not enter upon it; otherwise, 

““T should like to register a protest to taxing the premium on a redeemable bond 
of 34 per cent, particularly where the investor has to reinvest his money. 

Hon. Mr. Assorr: This only relates to shares, it does not relate to bonds. 
It has been in the law a great many years. 


Mr. JAckMAN: Of course, I think you have been wrong a great many years. 
I do not want to bring in something which will not be friendly at this present 
moment, but if it is in order I would like to discuss that now. 


Hon. Mr, Assorr: I cannot accept an amendment to change the law on that, 
but I can realize it is quite in order to present a protest with respect to the 
law as it stands. i 


Mr. Jackman: I think the government is wrong in putting a tax of this 
kind on. ; 


Mr. JArnicke: This section had nothing whatever to do with the basic herd 
principle at all? 
~ Hon. Mr. Assorr: None whatever. There is nothing in the law about the 
basic herd, that is a matter of accounting, I understand. In the department they 
have special men who work on it. 


Mr. Fuuron: I was going to ask about that under section 10. Would it be 
necessary to make any change in the law to provide for the basic herd principle? 

Fion. Mr. Assorr: It is not necessary to do it at all, I am informed; the 
basic herd matter has not been worked out. It is a question of what is capital 
and what is income. I am told that the Department of National Revenue is 
now working out regulations relating to the basic herd principle applied to most 
livestock with the exception of poultry. ; 

The CuHatrMan: The acoustics of this room are so bad, I have inquired 
whether 429 is available and I find that it is. If you wish to adjourn for five 
minutes we can move up to room 429. 

An Hon. Memper: Lets finish the afternoon sitting here. 


The CuHarrMan: Very well, then we will meet in room 429 this evening. 
I see members at the far end of the table carrying on conversations and reading 
newspapers and they certainly would not be doing that if they could hear. 

Section 7: 

Mr. Timmins: What about the second line there where it says, “can reason- 
ably be regarded as being in part a payment of interest”. Now, to me that is 
discretionary law; the department can determine “where it can be reasonably 
regarded” and if it was not the discretion of the minister it must be of someone 
else in the department; and, is there any appeal from a decision? 

Hon. Mr. Assorr: That would be a question of fact, Mr. Chairman, in the 

final analysis for determination by the Income Tax Appeal Board or the courts. 

Mr. Futron: But what about the question of discretion? 

Hon. Mr. Assorr: There is no discretion at all here, you will appreciate; 
no administrative discretion in here at all. 

Mr. Funton: I would just like to ask the minister whether in this section 7, 
provision is made for this basic herd principle, and if the farmer could ask for 
and be assured that part of his investment in that herd would be considered as 
capital and part of it as income? 
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Hon. Mr. Apsorr: The basis for the ruling with respect to the basic herd 
principle will be found in section 4, where it says; “subject to the provisions 
of this Part, income for a taxation year from a business or property is the profit 
therefrom for the year.” The question as to what the profit for each year 1s, 
is a question of fact and of law. Under the basic herd principle that is sound, 
and apparently it has been working out; the terms of the method by which 
income for the year is ascertained in the case of these livestock operations are ; 
a matter of determining the profit for the year. \ 


Mr. Macponnett: The minister has said one thing which puzzles me. 
He said, as I understood him, that this decision is section 7 was in no sense an 
exercise of administrative discretion? | 
_ Hon. Mr. Asporr: That is right. 


Mr. Macponneu: I find it hard to understand how it could be done in any 
other way. How could a court of law, for example, undertake to go beyond 
let us say a series of debentures—I take it that is one of the things that is in 
mind, as mentioned in the House the other day. 

Hon. Mr. Assorr: Well, it relates more particularly to lump sum payment 
arrangements. 


Mr. Macponnexu: But someone apparently has to exercise this discretion, 
there seems basically to be a matter of discretion involved here. By whom 
would it be applied? : 

Hon. Mr. Azssorr: In the first instance the income tax assessor will have 
to make up his mind whether the transaction in question can reasonably be 
regarded as all or part in payment of interest. He decides it is and he makes 
up his assessment accordingly. The taxpayer’says it is not. He goes before the 
Income Tax Appeal Board and the facts in connection with the transactions 
are presented to the Income Tax Appeal Board, just as to the assessor; and the 
Income Tax Appeal Board makes its findings. If the taxpayer is not satisfied 
with the findings of the board he goes to the court, and it is part of the function 
of the court to determine both questions of fact and of law. 

Mr. JAcKMAN: In other words, the minister’s discretion is not final. 

Mr. Macponneuu: All I can say is, there is administrative discretion, and 
you might also say— 

Hon. Mr. Aszorr: It is not administrative discretion, it is an appreciation 
and judgment of a variety of facts; and it is not final, a court reviews that 
decision. ; 

Mr. Harxness: And there is a question I wanted to ask in connection with 
this section 7, and that has to do with whether it relates to sales of land such 
as are common in the west especially back around the 30’s under which instead 
of a sum certain being laid down payment was to be made on the basis of so 
many thousands of bushels of wheat over ten years we will say, or of some 
equivalent crop for ten year. 

Hon. Mr. Assorr: Wouldn’t that come under (7)? 

Mr. Harkness: Then I take it this section will not be applicable? 

Hon. Mr. Assorr: Would not be applicable, that is right. 


Mr. Harkness: The point I wanted to make clear was whether some of: 
that payment would be considered income or not. 

Hon. Mr. Assorr: That would be a question of fact which, as I was just 
saying to Mr. Macdonnell, will be determined in the first instance by the taxing 
authorities, and if the taxpayer were not'satisfied with their findings he would 
appeal to the Income Tax Appeal Board or the courts. 

Mr. Harkness: What has been the practice in regard to that matter? You 
must have had plenty of cases on it I should think? 
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Hon. Mr. Asporr: In cases of that kind, where a man makes his payments 
in bushels of wheat, that has been allowed in the past as payment on account 
of capital obligation. | 

Mr. Harkness: What was the situation where the payment was expressed 
as a percentage of the crop? 

Hon. Mr. Assorr: It would be the same thing there, I am informed. That 
has been administrative practice. 

oy Mr. Harkness: In other words, there are no income charges? 
Hon. Mr. Axszorr: That is right. 


Mr. JaENicKE: I presume that refers to a contract which has no interest 
element? 


Hon. Mr. Asgorr: In part that is true. 


Mr. JAmNicKE: It might well be reasonable not to put in any interest 
clause. 


Hon. Mr. Assorr: I suppose that is right, Mr. Jaenicke. If that were 
established then there would not be any income. I think the general assumption 
is that a man does not voluntarily do without revenue and does not make any 
act of that nature unless he has good reason for doing it, and that in most 
cases a man takes a lump sum payment rather than the payment of capital 
sums over a period of years without interest. Of course, the tax is arrived at 
on the basis of the interest return. 

Mr. Jarnicke: But not in all cases. 


Hon. Mr. Asgorr: No, of course it would not be in all cases. It would 
depend on the particular case. . 


Mr. Harkness: The type of contract to which I was referring was one 
under which the vendor really was sharing with the purchaser what you might 
call the vagaries of the weather and changes in the market price of grain and 
so forth. | 


Hon. Mr. Aspsorr: Yes. 


Mr. Gavsie: If it was part of the contract agreement that you got something 
in addition to the purchase price, if part of that was an interest element, that, 
part would be regarded as income. It is pretty hard to answer generally without 
having some practical agreement before you. Obviously, if the agreement 
provided for the payment of interest, the interest would be taxable. . 

Mr. Harkness: But these agreements do not provide for the payment of 
interest, they provide for the payment of so much money down and the 
remainder of the payment in the form of let us say a one-third share in the 
crop for ten years, or so many thousands of bushels of wheat over ten years, 
whatever it might be. 

Hon. Mr. Assorr: The purpose of this act as you know, Mr. Harkness, is 
that if a man is really in receipt of income and it is above the exemption limits 
he should pay taxes on it, and he should not be entitled to avoid the payment 
of taxes by cloaking ‘the transaction in some other guise. That is the purpose 
of this section. ) 

Mr. Harkness: But what I was trying to get at is, how does this section 
apply to that type of transaction? 

Hon. Mr. Apsorr: Well, as Mr. Gavsie says, you would have to look at 
each individual transaction to determine whether there is income. Under the 
law that is a question of fact. 

The CHarRMAN: Section 8. 


Mr. Trwmins: On section 8, subsection 2, I would like to ask Mr. Gavsie 
about this business of taxing a loan to a shareholder except in certain circum- 
stances; is that new? 
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Hon. Mr. Assorr: No, that is not new, Mr. Timmins. This has been in 
the act for a good many years and 1s to prevent concealed dividends. The 
companies can avoid the payment of personal income tax on the part of their 
shareholders by making them loans instead of declaring dividends. That has 
been in the act for a good many years. Some of the exceptions are new. 

Mr. Macponneuu: I want to ask a question with regard to subsection (a) 
of section (2). It says, “in the ordinary course of its business and the lending. 
of money was part of its ordinary business”. In other words, you are saying ‘( 
that that can only be done by banks, insurance companies and loan and trust 
companies? 

Hon. Mr. Asgsotr: That is right. 

Mr. MacponneLu: That seems to be a very narrow interpretation, where 
a bona fide transaction is carried out, supposing one corporation made a loan 
to another and it was bona fide. I am not going against what the Minister _ 
said, but the language must not be clear; and I am certain that the Income Tax 
Department will be wise enough to find out whether it is a bona fide transaction. 
It seems to me a mistake to cut out what might be a real bona fide ordinary - 
transaction. 

Hon. Mr. Assorr: Well, it is not very significant in the case of corporations, 
because as you know, Mr. Macdonnell, they declare dividends. The point I was 
making is that a corporation can declare a bona fide dividend to another 
corporation which is its shareholder without incurring any tax lability. 


Mr. MacponneELu: But that might not be what they want to do. Their 
transaction might be different. Why have you got to force them to do that? I 
mean, in a bona fide case. 3 

Hon. Mr. Assorr: Supposing we let that section stand for a little time so 
that I can get more information for you on LAS 

Mr. Fuuron: Just before you let it stand, should we not leave the words 
“and” or “or” between the subsections? 

Mr. Jackett: I think the drafting rules that have been pretty well adopted 
throughout this country as a result of the Uniformity of Laws Conference 
require that where you have a series like this you put the words “and” or “or” 
after the second last paragraph and not after each paragraph. 

Hon. Mr. Asporr: You might leave section 8, to stand, Mr. Chairman, until 
I have an opportunity of considering Mr. Macdonnell’s point. 


Mr. JackMAN: While you are considering redrafting section 8, may I suggest 
a point which would I think be a question which possibly has not yet been 
considered. Let us suppose in the case of two corporations one of which wants 
to borrow let us say $25,000 from the other, and the borrower happens to be a ~ 
shareholder with the ownership held by the first company. Technically the 
second company would be taxable under this section. I think it might be better 
if consideration were given to inserting “when a corporation has anticipated or 
made a loan to its shareholders other than the corporation.” I submit that 
in a case such as I have cited there would be no question of an evasion of tax 
payments. 


Hon. Mr. Asporr: Suppose we consider that suggestion and let the whole < 
section stand. 


The CHAIRMAN: Section 9, winding up: 


Mr. Macponnetu: Could we have a word about section 9? I am not sure 
that I understand it correctly. im” 


Hon. Mr. Asporr: Mr. Jackett will perhaps deal with that. 
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Mr. Jackett: 9(1) is a revision of 19 (1) of the present act, the Income 
War Tax Act; and deals with dividends which have been declared by the 
corporation on ‘winding up where the corporation has undistributed income. 

Mr. JAcKMAN: What about surplus? 

Mr. Jackett: That is not in that. 

Mr. JAcKMAN: Undistributed earned surplus, not undistributed income. 

Mr. JAcKetT: The expression we have been using is “undistributed income”. 

Mr. JAcKMAN: Is that the sum, earned surplus, on which taxes are paid? 


Mr. Jackett: Income is what has been earned. Undistributed income 
would be generally speaking that portion of income that is earned which es not 
been distributed. I did not think there would be any difference. | 

The CHatrMAN: Mr. Jackman’s question as I understood it was, is there 
any distinction drawn between income which has not yet been taxed and earned 
income on which tax has already been paid? 


Mr. JAcKMAN: I am not trying to distinguish as between income which - 
has not yet been taxed and income which has already paid the tax. I want 
to know if upon winding up the only income which will be taxed is earned 
income that is taxed on distribution to the shareholders? 


Hon. Mr. Aspott: That is what the section says; it says, “undistributed 
income earned since the beginning of 1917.” 


Mr. JAcKMAN: Isn’t that earned surplus that is used in there quite general? 


Mr. Jackett: Undistributed income, as referred to in subsection (2) of this 
section. 


Mr. Jackman: Under the interpretation section what constitutes income 
in this case? 


Mr. Jackett: The whole first part of this act is a series of rules to determine 
what income in various circumstances shall be. There is no definition of income 
as such. 

Hon. Mr. Assorr: And there never has been in my experience. 

Mr. JACKMAN: But my point is this, on the winding up of a company, 


the shareholders are taxed on the distributed earned surplus but they are not 
taxed on the distribution of any other assets of the company; is that so? 


Mr. Gavsie: That is right. You have in that the element of capital. 


Mr. JACKMAN: Yes, but suppose there is a sale of the capital assets away 
above their value, that would not be subject to tax? 


Hon. Mr. Assorr: That is not income. 


The CHatrMANn:. The physical assets might have been written down by 
depreciation to away below their market value, and that is not taxable. 


Mr. Futon: What is the difference between 9(1) (a) and 9(1) (b)? 


Mr. Jackett: That is to make sure that you do not tax them over the 
amount they receive, or more than the portion of the undistributed income he 
is receiving. 

Mr. FuiTon: (a) says the tax shall be of the amount of value of the 
funds or property so distributed or appropriated to him; and (b) says, “the 
portion of aforesaid undistributed income that was or would have been payable 
to aa on the winding up of the business at that time.” One is the same as 
the other. 


Mr. Jacxetr: No, because he is receiving all the property of the cor- 
poration which has to be distributed to the shareholders upon winding-up 
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including other property besides undistributed income. We want to make sure- 
that we,do not tax him on more than his part of the undistributed income, 
and no more than what he actually receives of that. _. 

Mr. Macponnetu: The words, “that was or would have been payable to 
him on the winding-up”. What is the significance of them? That is in (b) 
at the top of page 5. 

Mr. Jackxert: If you go back to the introductory words of section 9, 
you will see it refers to any distribution on winding up— “been distributed or 
otherwise appropriated in any manner whatsoever to or for the benefit of one or 
more of its shareholders on the winding up.” The section, you. see, refers to 
the actual distribution on winding up. “Or what would have been” refers to the 
case where there was no actual distribution, proper distribution, of property of 
the corporation to the shareholders. 

Mr. Macponneuy: Such as—? 

Mr. Jacxert: I do not know whether I can give an example. I suppose 
one case would be where a corporation ceased carrying on business and the 
shareholders just took the property according to some arrangement without 
going through the proper winding up and distribution of assets. 

Mr. Fuuron:~ In other words, it is designed to catch a subterfuge. 

Mr. Jacxetr: That is right. 

Mr. Brerruaurr: Why does it go back to 1917? ~ 

Hon. Mr. Asporr: That is when the Income Tax Act came into force. 

Mr. BrerrHaurr: That is too far back. 

Mr. BeEnipickson: Could you explain subsection 7 and 8 which are 
apparently new? | 

Mr. Jackett: Subsection (8) has been put in to correct a situation which 
arises in the present Act where the minister requires distribution because the 
undistributed income is too large. A dividend is deemed to have been declared; 
the shareholders are then taxable. Then, if the corporation in fact declares an 
actual dividend, technically the shareholders would be taxable a second time. 

The Cuatrman: Section 9 is carried, then? 

Carried. 


Section 10? 
Carried. 


Mr. Fuuron: I wanted to raise a question with regard to the re-insertion 
of a provision concerning the amount paid for life insurance premiums. Would 
that be more appropriate under section 10 or section 11? 

Hon. Mr. Azsorr: I think that would be a deduction from income. 


Mr. Fuuron: It would come under section 11, then? 


_. Hon. Mr. Agpport: Under section 11, if what you suggest is the deduction of 
life insurance premiums as an expense of carrying on business or of living. 
Another section would be section 26. 


Mr. Macponnet: May I have permission to ask one more question in 
connection with section 9, subsection (6)? I should like to ask this quetsion; it 
says, 

Where the minister has notified a corporation by registered letter 
that, in his opinion, the undistributed income of the corporation exceeds 
what is reasonably required for the purposes of the business by an amount 
Specified therein, a dividend equal to the amount specified in the notice 
shall be deemed to have been received by its shareholders on the day on 
which the registered letter was sent— 


oa : think I am answered. That merely affects the shareholders; it does not 
affect— } ; 
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Hon. Mr, Assorr: That is the section in which a lot of the language is 
somewhat changed, but it has’ been in the Act for many years to prevent undue 
accumulation of earnings which should be distributed as dividends and a tax 
paid on them. 

Mr. Hacxerr: Are there any instances of its enforcement? 

Mr. Gavsip: It has been tried once or twice. 

Hon. Mr. Assorr: In the same section, under paragraph (a), 

Unless it is established that the undistributed income on hand that 
day did not exceed what was reasonably required— 
That is a question for determination by the board or the courts. 

Mr. Hacxerr: The minister remembers the amendment of 1929, was it, 
where everybody re-incorporated and distributed the surplus. When was that, 
1929 or 1930? 

Hon. Mr. Asporr: I do not remember exactly. - 

Mr. Hacker: 1930; it must have been after that. 

Hon. Mr. Assorr: That is true. The bringing of the income tax law up to 
date over the last 25 or 30 years has been a process of plugging up holes here 
and there as means were found of avoiding some of its provisions, 

The Cuarrman: Section 11. 

Mr. Jamnicke: Subsection (2) of section 10, does that mean the provincial 
legislature fixes the allowance? | 

Hon. Mr. Assorr: Oh, yes, that is the M.L.A. expense allowance. The 
legislature fixes that. If the legislature determines that a payment made to 
one of its members is in lieu of expenses within the limits of this provision that 
is tax exempt income in the same way as the $2,000 received by private members 
of parliament and is exempted from taxation. The word “private” should be 
underlined. There is a widespread belief that cabinet ministers get that extra 
amount tax exempt, but they do not. 

Mr. Braperre: Section 11, the minister stated would be allowed— 

Hon. Mr. Asporr: I am going to allow that section 11 to stand, if I may. 
I have had some representations on section 11 referring to depletion. 


Mr. Braperre: If you would allow me, I should like to place before the 
committee an amendment which could be discussed when the section comes 
before the committee again. It will read as follows— 


Hon. Mr. Assorr: I do not want to get into a discussion on amendments 
here if it can be avoided because I have had a great many representations 
within the last week or so in connection with this section. I should like to have 
an opportunity of considering those and seeing what could be done. However, 
if you feel you want to outline a suggested amendment— 

Mr. Brapverte: I think the best way would be for me to hand it over to 
you. 

Hon. Mr. Asporr: I was only suggesting that section 11 (a) and (b) be 
allowed to stand, since those clauses relate to the matters we are considering, 
namely the depletion allowance. I thought perhaps we could go on with the 
rest of the section. 

Mr. Braperre: I think the amendment would fall in line with some of the 
representations which have already been made. | 

Hon. Mr. Assorr: I think the amendment I have to offer will meet these 
representations. 

Mr. Braperte: I will hand over my amendment to you. 


Hon. Mr. Axssorrt: I will be very glad to have it. I have some other sug- 
gested amendments which I would like to consider. 
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Mr. Futton: Before these two subsections stand, could the minister give 
an indication as to when he expects to be able to come forward with his own 
suggestion? 

Hon. Mr. Assorr: I think tomorrow, perhaps even this evening. I have 
been so engaged in other matters I have not had an opportunity of fully con- 
sidering these representations and discussing them with my advisers. I hope 
to be able to do that this evening and I hope tomorrow I can indicate what 
amendment, if any, I can accept to this section. 

Mr. Fuuton: I only ask that because I think there are a number of people 
‘waiting here to find out whether or not they are to make representations on 
that section. 

Hon. Mr. Axsporr: It relates particularly to mines and timber lands, I 
think. 


(At this point Mr. Rinfret, the vice chairman, assumed the chair). 


Mr. Hacxerr: My query, Mr. Chairman, is a little different. I referred 
to it the other day in the House. I understand depletion is allowed the Canadian 
taxpayer on oil bearing properties situated in Canada—I think it is 334 per cent 
of the amount received. However, the same taxpayer receiving royalties from 
a property situate outside of Canada is entitled to a deduction of 10 per cent 
for depletion. I do not understand the disparity and I was anxious to know 
if there was any intention of eradicating it from the present Act. 


Hon. Mr. Assorr: That 334 per cent is to the company operating the oil 
well, not to the shareholder. 

An Hon. Memper: How much to the shareholder? 

Hon. Mr. Asporr: Twenty per cent under our law. Your suggestion, Mr. 
Hackett, is that in our case it is not adequate? 

Mr. Hacxerr: I do not know why one rate should apply to a Canadian 
company and another rate to an American company for instance. 

Hon. Mr. Apgorr: These so-called depletion rates, as you will appreciate, 
are not perhaps true depletion in the fullest sense. They continue on and on, 
irrespective of the cost of the property. This applies to oil wells, to mines, gas 
wells and so on. Depletion, I would think, in the true sense is getting back 
the capital cost you have incurred in securing a natural resource. 

Mr. Hacxerr: That is a question which I understand the minister will 
debate— 


Hon. Mr. Apsorr: The question I have to consider is this—~ 


Mr. Hacxerr: I am considering now the reason for the disparity, the 
different treatment accorded a royalty coming from a Canadian mine and that 
accorded a royalty coming from an American mine. 


Hon. Mr. Angorr: In Canada, of course, as I said a moment ago, we have 
two depletion allowances in companies of this type. There is a depletion 
allowance allowed the oil company or the mine on so much of its income. 
Then, the shareholder receives a depletion allowance on the dividend which he 
recelves. 


Mr. Hacxerr: Yes, of 334 per cent. 


Hon. Mr. Appotr: The shareholder receives 20 per cent. All those who 
have shares in mining corporations and who receive dividends from those 
corporations include only 80 per cent of what they receive is taxable income. 
The other 20 per cent is considered depletion. In the case of mines, there is 
no difference between the depletion rate on a Canadian mine and an American 
mine. In the case of oil wells, the reason there is a higher rate allowed on 
Canadian oi] wells than foreign oil wells is due to the fact we have some 


as 
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control over the rates of depletion allowed the company or the operator of the 


well in Canada, but we have not any control over the outside operator. __ 

Mr. Hackxerr: They have control in the United States and they allow a rate 
of depletion there which is higher than the one we allow here and which in turn, 
is lower than the one we allow to our Canadian companies. 

Hon. Mr. Axssorr: Probably the rate of depletion which they allow the 
operator of the oil well in the United States is somewhat higher than ours, 
although the basis of depletion under the United States law is somewhat different 
than under our law. 

Mr. Hacxert: There will be an opportunity of discussing this further to- 
morrow? 

Hon. Mr. Asgporr: There will be: an opportunity of discussing it, Mr. 
Hackett. This whole question of depletion rates and percentage rates is under 
consideration now and will be the subject of regulations which will be published 
under the appropriate section. Now, those are just a matter of ministerial 
discretion, as you know. There are standard rates fixed. 

Mr. Hacxerr: I know the minister is anxious to get on, and I do not wish 
to hold up the committee, but I should like to feel a further discussion of this 
point is possible. 

Hon. Mr. Assorr: We could have that tomorrow or whenever we come 
back to the section. 


(Mr. Cleaver resumed the chair). 


The CuatrmMan: Mr. Fulton, if I remember correctly you wished to speak 
to a matter under this section with regard to life insurance. 

Mr. Fuuron: It was suggested it might come under section 26, but it 
occurs to me it might more properly be suggested along with consideration of 
subsection (g) which allows for a deduction up to $900 to a taxpayer who 
pays into a superannuation or pension fund. 

Hon. Mr. Aszorr: It is quite proper to make a suggestion here. 

Mr: Fuuiron: I understand there was in the Income War Tax Act a 
provision allowing certain deductions for life insurance premiums paid by the 
taxpayer; is that not the case? 

The CHairmMan: Only from compulsory savings. 

Hon. Mr. Apporr: Perhaps Dr. Eaton could answer that. 


Mr. Eaton: What you have in mind arose in war-time when part of the 
tax was refundable; it was, in effect, a compulsory savings. Under this provision 
a person who had insurance could offset his insurance premiums against the 
compulsory savings and thereby reduce his liability to pay this refundable portion 
of the tax. 

Mr. Furron: Taxpayers are allowed, and I think quite rightly, to deduct 
an amount up to $900 paid into an approved superannuation or pension fund. 
This covers the case of the taxpayer for whom provision is made in part by his 
employer, by the government or private industry, but no provision is made 
for the independent taxpayer who has to provide for his own superannuation 
or retirement. He has to pay tax on his full income as well as provide for his 
own retirement. He is, thus, harder hit than an employee of the government 
or a concern which has a superannuation plan. 

Why could not or why should not some provision be made up to $900 for 
the taxpayer who pays premiums on life insurance or an annuity policy? 

Mr. Eaton: There is a provision in the law, sir, dealing with annuity 
payments which assists such people. Following the Ives Commission report 
the law was changed in this respect. Previous to that time, annuity payments 
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were taxed in full) The law was changed following the recommendation of the 
Ives Commission so that the capital element of an annuity payment was declared 
to be non-taxable and the tax applied only to the ‘nterest element. Under this 
system you take the present value of the annuity when it commences and that 
is deducted from the annual payments according to the life expectancy and the 
tax applies. The income is only -the interest contained in that capital sum. 


The CHairMAN: That is under Section 11 (2) of the present bill? 


Hon. Mr. Assorr: The same thing applies to the capital sum which is 
received as the result of an insurance contract; that is not taxable. With 
regard to the $900 exemption here, you can claim it as a deduction when you 
are earning the income, but the superannuation received is taxable income. 
The general rule followed now is that you cannot get exemption in both places. 
If you claim exemption when you make your superannuation contribution, you 
pay tax on your superannuation benefits when you get them. 


Mr. Futton: I think most insurance policy holders, particularly the smaller 
income group, would sooner be allowed a deduction from taxation for the premium 
paid on the policy and take their chances on the amount of the annuity payment 
received being in the non-taxable group. ue 

Hon. Mr. Assotr: It would not be so eood for the widow. 


Mr. Fuutron: The point Dr. Eaton makes is that the capital portion of 
the annuity payment when received is not subject to income tax. I do not think 
that answers the point I made that provision is made by which the taxpayer 
who contributes to a pension or superannuation fund is helped to the extent 
he gets a deduction from his income for taxation, whereas the taxpayer who 
has to provide for his own retirement because he is not an employee who can 
contribute to one of these funds gets no such assistance. As there is a. large 
saving element in the contribution through insurance or annuity policies, I do 
think the law might well be amended to give some proportion of benefit to that 
type of taxpayer. » ; 


Mr. Macponnevu: Could I add a word on that point? It seems to me that, 
psychologically, Mr. Fulton’s point is very strong, from the point of view of 
helping them to help themselves. There is a very strong argument for giving 
relief at the time the payments are made because I think many people do not ~ 
cast their minds so far ahead as to think about the end of the time. 

If the difficulties to the treasury are not insuperable I would say that, 
psychologically, the inducement to self-help is eventually greater if the relief 
can be given at the time the payments are made. 


Hon. Mr. Apsort: It is arguable, but the position is this; you could apply 
the $900 tax exemption to everybody who sees fit to take out life insurance, an 
additional $900 exemption across the board to people of all income brackets. 
The revenue loss would be quite appreciable. In order to be fair, you would 
have to make the proceeds, the end result of the event, taxable because it would 
not be equitable to allow a fund to be built up out of tax exempt income and 
then make the resultant event tax exempt. Life insurance policy holders 
already have some benefits. ‘The annual dividends are not included in ascertaining 
the taxable income. 


Mr. Futron: I understand that, in the United Kingdom, there is a provision 
along the lines I have ‘ndicated. Could Dr. Eaton confirm that? 

Mr. Earon: Yes, there is a very limited provision whereby a limited amount 
of the life insurance premiums are recognized by a tax credit. 


Mr. Macponnetu: If the end result is taxable, would that recovery not 
compensate the treasury? I agree they have to pay a tax one place or another. 
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Hon. Mr. Assorr: I have not gone into the matter on a statistical basis. 
Obviously, it is a major policy question and I would have to look into it. I 
would be glad to look into it later. 


The CHAIRMAN: I believe we would hear from the widows who were 
recipients of $10,000 from their husbands’ insurance and who were taxed on 
$10,000 of income. 


Mr.-Fuuton: So far as the annuity policy is concerned one chiefly has 
in mind that if the husband dies before the policy matures then, apparently the 
widow would have to pay taxes on a portion of the policy, at least, if some 
such plan were adopted. I am thinking of the average person whose policy 
matures and who retires on it. As Mr. Macdonnell says, I do not think there 
can be any great objection to regarding part of the proceeds as income and taxing 
it as income. Many people would be willing to take a chance because they 
might not be in a taxable bracket. 

Hon. Mr. Assorr: I would be glad to give further consideration to that. 

Mr. JackmMAN: Would Dr. Eaton say whether the end result in the United 
Kingdom is taxable if there is a small deduction allowed on the premium? 

Mr. Haron: Lump sum payments under an insurance contract are not 
taxable, but if the proceeds are taken in the form of an annuity for life, the 
full amount is taxable. Life annuities are fully taxable in the United Kingdom. 
There is no capital element taken out. 

Mr. Stewart: It is subject to the ordinary income tax exemptions? 

Mr. Eaton: The ordinary exemptions, yes. | 

Mr. JAcKMAN: The tax is only on the income element in Canada? 

Mr. Eaton: Yes, the interest accruing from the time the annuity starts is 
taxable. 

Mr. JAcKMAN: Is that income element taxed just after the contract matures 
in the United Kingdom? 


Mr. Eaton: Well, all the payments out in a life annuity are ientie 
Amounts have gone in ‘and built up that interest which goes out over the period 
of life. When the annuity starts the full amount is taxable income as it goes 
out; that is, the accumulation of the capital in there plus the interest would go 
out in payments once the annuity starts and that is fully taxable income in the 
United Kingdom. 


The CuarrmMan: Section 11, subsections (a) and (b) stand and the bajangs 
of the section is carried? 


Hon. Mr. Asporr: (2) and (3) are carried. 


Mr. Fraser: I should like to ask a question on section 11 before you carry 
it. I asked a question a few minutes ago regarding travelling allowances for 
a traveller. What is he allowed per mile, do you know that? 


Hon. Mr. Ansorr: I am just getting the information from the depart- 
mental offices. The answer, of course, is that it is the actual expenses which 
the man incurs. Now, no doubt, the department. has established, as a result of 
experience, what a mileage allowance should be in the case of a salesman who 
has to operate a car in the selling of life insurance or whatever it might be. 
I am informed that the general practice is to allow actual expenses up to 7 
cents a mile. 


Mr. Harxness: What is the meaning of 1 (n) on page 9? Is it an amount 
that may be allowed by regulation? 

Hon. Mr. Assorr: Perhaps Dr. Eaton could ecnlaih it. 

Mr. Eaton: The whole section generally relates to expenses incurred in 
earning income. This is a special provision for deduction in respect of taxes 
on income. Now, ordinarily, taxes on income are not expenses in earning income. 


574 STANDING COMMITTEE 


This is a special provision to take care of provincial taxes. It is, in effect, 
recognizing the priority of the provincial government in this field of natural 
resources. We take what is left after they get through. 

Mr. Harkness: That doesn’t apply, apparently, on oil and natural gas? 

Mr. Eaton: No. 

Mr. Harkness: Why is that? 

Mr. Eaton: I believe the reason is this, that the provincial governments, 
so far as we know, take a royalty rather than a tax on the income of gas 
and oil companies. I do not think there 1s any provincial tax on the income 
of oil companies. 

Mr. Hacxerr: How far does that go? Does it go to the provincial tax on 
capital, for instance? 

Mr. Eaton: No. This is the tax on mining, income from mining. 

Hon. Mr. Apsorr: Provincial income tax on mining and logging companies. 

Mr. Earon: As distinguished from milling and above-ground operations. 

Mr. Hacxerr: I asked Mr. Abbott the other day why one should deal with 
lumber companies and mining companies differently than with wheat-growing 
companies for instance. . : 

Hon. Mr. Apsorr: The answer I think I gave you, Mr. Hackett, was that in 
the case of mines and forests you have a fairly rapidly wasting asset, and in 
the case of wheat. growing you have an annual crop which goes on year after 
year, just the same as garden produce or anything else; and, as Doctor Eaton 
has said, you have the wasting of these natural resources. It is a recognition 
perhaps of the priority of the provinces in these particular fields. Now possibly 
it should be extended. I do not think it should. But in these two fields of miming 
and logging the act expressly recognizes that the provinces have a sort of 
priority to take income tax from that type of asset. 

Mr. Fuuton: Does it take into account income paid by way of royalties? 

Hon. Mr. Asporr: Royalties have also been deductible. 


Mr. Benipicxson: I think there should be some provision in this section 
for depletion. 


Hon. Mr. Aszorr: This section is merely a relieving section to allow deduc- - 


tion of provincial income tax paid in respect of mining and logging operations. 

Mr. Harkness: Is it absolutely definite that no tax is collected on oil and 
gas wells? I have an idea that there is a tax collected on those in some cases, 
apart from royalities altogether. 


Mr. Eaton: That could be the case only in the provinces of Ontario and 
Quebec. i 


Mr. Hackett: What about Alberta? 


Mr. Eaton: They are out of the corporation taxable field under the 
provincial agreement; but I know of no income tax. 
_ Mr. Harkness: What about those gas wells and oil wells in the south of 
Ontario? 


Mr. Trumtns: In the case of those wells in southern Ontario is there not 
some sort of an arrangement whereby the tax is collected from a syndicate as a 
whole and then you do not have to show it in your income? I have received 
notices from the company saying the tax has been paid by the syndicate by an 
arrangement with the department; therefore, do not include it in your income tax. 


Mr. Gavstr: I think you were thinking of the shareholder. 
Mr. Timmins: Yes. 

Mr. Gavsie: I mean, of the corporation. 

Mr. Timmins: Yes. 
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Mr. Gavsie: It is on the record of the corporation itself, and 1t comes under 
a provision allowing the corporation to deduct it from income. It is allowed 
to the corporation. ~ 


Mr. Brapetre: I was interested in the statement made by Mr. Hackett 
about wheat-growing companies. Of course, in a case of that kind you could not 
say depletion, you would have to use the word “exhaustion”. You have the 
same with our forests. For instance, in Ontario we have had a study made by 
the provincial government and what is known as the Kennedy report, which 
shows clearly that there has been a terrific amount of waste and exploitation 
of our forest wealth; and this is a matter to which even the federal government 
is giving close and serious attention. It seems to me that a distinction must be 
made between those assets which are clearly exhaustible and those which 
are merely depleted. A natural resource like our forests, as is shown by the 
Kennedy report, can be and have been subiect to a great amount of wastage 
and they are becoming exhausted. I know that is the case up in northern Ontario 
and I believe that is what you have in mind, the difference between depletion and 
exhaustion. Let us take the case of mining. We have a lot of mines up in my 
section of the country. We speak of development. As a matter of fact, when 
a mine is fully developed it is really exhausted. It may take a hundred or a 
hundred and fifty years for a mine probably to be fully developed, and by the 
end of that time it is completely exhausted. The same thing does not apply to 
our forest industry or to our wheat-growing industry. They are on an entirely 
different basis. 


Mr. HArKNEss: One industry which is subject to serious depletion if not 
exhaustion is this oil and gas business. I was just wondering if you would have 
any objection to adding oi! and gas wells to that section. 

Hon. Mr. Assotr: The position is this, that this is to relieve the tax- 
payers in the province from provincial income taxes. Now, there are not any 
today, so far as we know, in Quebec and Ontario, and they are the only 
provinees affected at the moment. In the offers which were made by the federal 
government to the provinces, mining and logging were specifically referred to. 
I refer to the offer of Mr. Ilsley made early in July of 1946, and this is to make 
sure that that is lived up to, and I would not care to extend that without in 
any case giving it some further consideration. But I do not think from the 
information I have that there is at the moment any practical advantage or dis- 
advantage to extending it to oil and gas wells. 

Mr. Harkness: The point I was thinking of was that in future there might 
readily be. I was just asking if there was any undertaking to do those two 
things. 

Hon. Mr. Asporr: We should never try to sce too far into the future. 

Mr. Macponneuu: But you have to be fair to the country. 


Mr. Harkness: The point I wanted to be clear on was whether this was 
provided for when you were dealing with the provinces? 

Hon. Mr. Assorr: One objection to doing that would be this. We have 
never allowed any provincial income tax as deduction from income before com- 
pleting our own tax. Now, we are going to give special recognition to logging 
and mining and allow them to be deducted, and it was a concession. I know 
that some people may think perhaps that is the wrong word, but it was a con- 
cession in the case of these two operations. We were leaving that field free to 
the provinces and we were taxing what was left. Now, it is possible that con- 
sideration should be given to oil and gas wells, but at the moment it seems tq 
me it has no practical significance. } 


The CHAIRMAN: Shall section 12 carry? 
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Hon. Mr. Apporr: Now, we are standing, are we, subsections (a) and (b) 
and sections 2 and 3? : 

The CHatrrMAN: Correct. 

Mr. Jackman: Is there anything in subsection 0 of section 11? What is it 
all about, subsection 5? Is that the aftermath of the war? 

Mr. Gavste: It relates to special depreciation or accelerated depreciation 
and it is in the present act. This is merely to carry it forward. 

Mr. MacponneLL: May I ask about subsection 3 of section 1: “an outlay 
or expense to the extent that it may reasonably be regarded as having been 
made or incurred for the purpose of gaining or producing exempt income—” 

Hon. Mr. Asgorr: Perhaps I had better ask the officials to explain that. 

Mr. Gavsis: Primarily it relates to dividend mcome, that is dividends from 
one corporation to another. This deals with tax exempt income against which 
expenses should not be allowed because what is earned has already been taxed ; 
therefore, the expense of earnings should not be allowed. 

Mr. Macponnetu: How does that affect an investment rust? 

Mr. Jackman: Adversely. 

Mr. Gavste: They are exempt. There is no question of whether their 
expenses are allowed for tax purposes. That woud not arise. 3 

Mr. Fuuron: I do not know whether there are any witnesses here who 
could give us information in connection with subsection 1 (b). I do not know 
whether you have anyone here from National Revenue or not, have you? 

Hon. Mr. Apzorr: Mr. Gavsie is one of the senior officials of National 
Revenue. We have a lot of others as well. We will see if we can get somebody 
to provide the answer for you. 

Mr. Hacxert: And they are eminent officials. 

Mr. Macponnetu: We are properly impressed. 

Mr. Fuuron: What I want to refer to is the regulations for the implementa- 
tion of this section. It is provided there that should there be a loss in regard ~ 
to owing a debt or disease or anything else then no deduction is allowed. You 
have to set down the income on which you have to pay taxes. So far no pro- 
vision has ever been worked out to allow depreciation as such on let us say. a 
beef herd, so that the farmer then gets treatment similar to that accorded a 
businessman who owns a factory where there is depreciation allowed. Sup- 
posing a businessman’s factory is burned. He has already had some compensa- 
tion by way of depreciation allowance in the past, but if the farmer’s beef 
herd is reduced by disease he has~no compensation by way of depreciation 

- allowance on his herd. Now, the basic herd principle is established in that a 
portion of your herd 1s capital; and I would ask is that that second directive 
which at the present time says if a herd is depleted on account of disease or 
death or some other calamity he can only build it up again out of income, that 
that be changed and that he be allowed to restore his herd to the amount of the 
basic herd, to the original amount, without paying income tax on the increase 

Mr. Gavsie: Would you leave that until this evening? 

Hon. Mr. Assorr: Could we stand that one, Mr. Fulton, and we will get 
something on it for you. . 3 

The CHAIRMAN: What subsection would you like? 

Mr. Futton: Section 12, clause 1, subsection (0). 

The CuatrMan: Right. Shall the balance of section 12, carry? 


Mr. MacponneLu: No. Subsection (b), “the annual value of property 
except rent for property leased by the taxpayer for use in his business.” What 
I want to ask is this. If a businessman rented the property and was paying 
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an amount which was .a mixture of rent and amortization of the building, 
would this mean that anything that he paid except what is returned actually 
is rent is not included? Have I made my point clear? : 


The Cuatrman: The interest would be included, the interest element of the 
amortization. 


Mr. MacponneEuu: But supposing he makes payments. 
Hon. Mr. Assorr: We might ask Doctor Eaton to explain that. 


Mr. Eaton: The main purpose of this is to provide that you cannot charge 
rent for a property which you own yourself, but you can charge and take a 
deduction for the amount that you actually pay as rent to somebody else. 


The CuarrMan: And other interest which you pay is blended payments. 

Mr. Eaton: That is right. 

Mr. Macponnewu: Perhaps I read this wrong. Would this not include the 
property of which the taxpayer was the lessee? 


Hon. Mr. Anssorr: He is allowed to deduct from his gross income rent for 
property which he leases for use in his business as a lessee, but when he owns 
his own store he cannot make any deduction from income for the annual value 
of the store. 


Mr. Hackerr: But he can for the interest on the mortgage? 
Hon. Mr. Asporr: Yes, exactly, and he can charge depreciation, too. 


Mr. Macponne.u: Take the opposite case. There may be nothing in this, 
and if thee is not we will pass it. Suppose he is leasing premises for a period 
and making an annual payment which is partly rent and partly payment on a 
building constructed for his use on those premises. It is a mixed payment, but 
it is an annual payment he has to make. Will that be inquired into, and will 
he be allowed to deduct only that part of it which is rent even though at the 
end of the time he has no asset left? 


Mr. Jacxerr: As far as this provision is concerned all it does is to prohibit 
deduction in respect of the annual value of a property. Certainly he would 
eet the portion of that payment that was rent, and whether he got the balance 
of it would depend upon whether it was expenses which are properly allowable 
either under the ordinary principles of computing profit or under some special 
branch. 

Mr. Macpoxnewu: This says no deduction shall be made in respect of the 
annual value of property except rent. 


Mr. Jacxerr: Surely the annual value of property relates not to actual 
disbursements but to what the property is worth to the owner of it. 


Mr. Macponneii: Yes, that seems a fair statement, but nevertheless as 
this is worded—and again I am taking it as applicable for the moment to the 
case of a lessee—it seems to me this says that he should not be allowed to deduct 
the annual value of the property which in the case that I have outlined would 
be a mixed payment. He can only deduct the rent. 


Mr. JAckerr: The payment you suggest is not the annual value of the 
property. It is the actual disbursement made by the tenant. 

Mr. Macponneuu: Yes, but I think under a strict examination of it it 
might be argued it is not all rent because a part of it is a payment— 

The Cuatrman: As I take it your question. Mr. Macdonnell, is directed at 
a firm which is buying a property and amortizing the payments over a period of 
years. 
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Mr. Hacxerr: Let me see if I can help. “A” leases a property for ten years 
and he makes improvements on the property which cost him $25,000. His lease 
is for ten years. At the end of the lease the improvements will be there. I think 
what Mr. Macdonnell wants. to ask is if he can write off as depreciation $2,500 
a year over the ten years so that the capital he put into that will be written off. 
I know there is the question of insurance, that a man can insure these improve- 
ments he has made, and the insurance comes down each year as his interest in 
that capital asset vanishes. : 

Mr. Macponnetu: Actually my question was a little different although I 
think the principle is the same. What I really meant was not where a man 
improved the property himself but where it was improved for him, where a 
building was put up and he pays so much each year, part to cover the cost of 
the building and part for rent, and at the end of the time he has nothing left. 

Mr. Gavsig: Does he not end up with ownership of the building? 


Hon. Mr. Asporr: That is straight rent. The recipient of the rent is entitled 
to take from his gross rents depreciation on the building that he has rented to his 
tenant. In the case you are suggesting, Mr. Macdonnell, is it not this, that 
a man is paying over a period of ten years let us say $5,000 a year for a store 
property and— 

Mr. Macponnetu: Let us make $3,500 of that referable to rent and $1,500 
is the payment off on account of a building which hag been erected on it. 

Hon. Mr. Ansorr: He is still paying for the use of that building, and it is 
all rent. It is straight rent in the case you give. 

Mr. Macponnewu: Then if it is I am answered. 

Hon. Mr. Asporr: It is straight rent, and the owner of the building fixes 
the rent at.an amount which will return him the cost of his building in a certain 
period of time and give him a return on his investment in the meantime. As I 
understand it that is’a perfectly proper deduction as an expense of doing business. 

Mr. Jackett: All he is getting is the use of the property. 

Hon. Mr. Assorr: And while he is paying rent for it in the case you give 
he is just getting the use of the property. He gets no ownership or anything 
else. 

Mr. Hacxert: In the case I submitted is he entitled to deduct $2,500 a 
year in excess of the rental he pays? 


Mr. Jackett: That would come under— 
The CuarrmMan: For depreciation on improvements he has made? 


Mr. Hacxerr: Put it that way or as the minister has put it. I do not 
care which. If he treats the initial $2,500 that went into improvement as rental 
then he is paying $10,000 a year plus a portion of the capital investment, and 
he is entitled to deduct, let us say, one-tenth of the $25,000 each year from 
the cost of doing business and add it to the actual rental he pays. 


Mr. Jackett: Would that not be capital cost of the lease-hold interest which 
should be allowed under section 11 (1) (a)? 


Mr. Hacxerr: We are not talking in quite the same terms. 


Mr. Gavste: In the majority of cases if they were really improvements for 
the benefit of the tenant, made by the tenant, we would allow the tenant to 
write them off. 

Mr. Hackerr: Treat it as the minister suggests as rent. 


Mr. Gavsrm: He would depreciate it over the term of the lease. The tenant 
would be entitled to depreciate them. 


Mr. JAenicke: Subsection (3) on page 11,— 
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Mr. Macponneiu: May I ask a question which comes before that and is 
under subsection (1)? 

Mr. JAENICKE: Yes. 

Mr. Macponnewu: It is subsection (1) (f) I want explained. 

Hon. Mr. Assorr: That is an old section that has been in the Act for years. 
There is a cut-off date on income bonds issued in respect of debt created before 
1930. Otherwise interest on income bonds is not allowable as a deduction. 

Mr. Macponneutu: Why not? 

Hon. Mr. Asporr: It is another form of income. It is not a fixed obligation. 
It is not interest. It is another way of creating a preferred share, That is all 
it is. You have got security as to capital but the return on it is dependent 
upon earnings. If there is a fixed interest obligation then you can assess the 
property whether or not the interest is earned. 


Mr. Macponneuu: But if they are cumulative— 
Hon. Mr. Asporr: On cumulative preferred shares you cannot deduct 


~ ‘Interest. 


Mr. Macvonnetu: I am talking about bonds. 


Hon. Mr. Asporr: An income bond is defined there, and with the usual 
type of income bond interest is only payable if income is earned. 


Mr. Gavste: Page 883. 


Hon. Mr. Asporr: This is an old section and I think a perfectly proper 
section. | 


Mr. Futron: What is the meaning of “personal corporation” as used here? 
Is that what we were talking about earlier, a family corporation? 


Hon. Mr. Assorr: The definition is in the Act. It has been in the Act for 
a good many years. You had better look at the definition. It is a corporation 
which is controlled by a man or members of his family, and a certain percentage 
of its assets consist of securities or like assets. It is really a personal investment 
corporation. It is defined at page 40. 


Mr. JACKMAN: They are exempt; is that the idea? 

Hon. Mr. Assorr: They always have been. 

Mr. JAcKMAN: Are they still being created? 

Hon. Mr. Angorr: I have been out of the practice of law so long I cannot 
say. They were going apace when I was still at it. 

Mr. Gaysrr: They are still known to the trade. 

Hon. Mr. Asporr: Mr. Gavsie says they are still known to the trade. 

Mr. Hacxerr: They are not as attractive as in the old days. 


Mr. JAmnicke: May I ask a question about subsection (3), “A person with 
whom he was not dealing at arm’s length.” That is new legal phraseology as 
far as I am concerned. 


. Mr. JAackMAN: That is the advantage of putting the interpretation section 
at the back of the Act. You do not know what is there. 


Mr. JacKkerr: Page 86. 
Hon. Mr. Apsorr: This is a new phrase, but we are doing a little experi- 


- menting here. 


Mr. Furron: Will somebody explain the definition? 

Mr. Jackett: It is not so easy. 5(a) is a corporation and its stockholders; 
that is a subsidiary and a parent. 5(b) is affiliated corporations where the cor- 
porations are controlled by the same person, and I think 5(c) speaks for itself. 
Was that the part you wanted? 
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Mr. Jannicxe: A man cannot deduct unpaid amounts he owes to a son, let 
us say? 

Mr. Jacxetr: Unless he pays them. 

Mr. Jamnicxe: Unless he actually pays them. 

Mr. JacKeTT: Yes. | 

Mr. Jarmnicxe: Would that have reference to farmers who say they have. 
paid their sons $1,200 a year wages? 4q 

Mr. Jackett: Certainly if they did not pay them this section would apply. 

Mr. Macponneu: May I ask another question on the income bonds? Let 
me read from page 11. “No deduction shall be made in respect of income bonds 
unless the bonds or debenutres have been ;ssued or the income provisions thereof 
have been adopted since 1930 (2) to afford relief to the debtor from financial 
difficulties.” Are not all bonds put out in order to afford relief to the debtor 
from financial difficulties? I thought they were. | 

Hon. Mr. Axsnorr: Yes, but the answer there 1s that the order of the 
thing has been arranged. I think ‘t was decided in 1930 to eliminate the interest 
paid on income bonds as a deduction from gross income. It was felt that as 
usual in these matters it would not be appropriate to legislate retroactively, 
and if income bonds had been created prior to 1930 then the existing contracts 
should be recognized. They do afford an opportunity of getting a tax deduc- 
tion which presumably parliament in 1930 felt was not appropriate. 

Mr. MacponnEtu: This is since 1930. 

Hon. Mr. Assorr: Yes, but if you read subsection (2), ‘Since 1930 in 
place of or as an amendment to bonds or debentures that at the end of 1930 
provided unconditionally for a fixed rate of interest.” | 

Mr. Macponnewu: I missed the “and.” 

Hon. Mr. Apsorr: There is a real limitation on it. It is a little technical, 
but I have had reason to look at this in a professional capacity on other 
occasions. 

The CHAIRMAN: Shall section 12 carry with subsection (b) standing? 

Carried. : 


Section 13, chief source of income. | 
Hon. Mr. Apsorr: May I say a word on that? This is a section on which I 
have received a good many representations that it might be desirable to restore 
ministerial discretion, and I have some considerable sympathy with those rep- 
resentations. The section reads: 
The income of a person for a taxation year shall be deemed to be 
- not less than his income for the year from his chief source of income or 
from such: combination of sources of income as may reasonably be 
regarded as his chief source of income. 


It is sometimes pretty difficult to determine in borderline cases what is the chief 
source of income. For instance, a case was raised in the House the other day 


of one of the members on the opposite side of the House who is a farmer. with a 
very prosperous farm and is also in receipt of a parliamentary «indemnity. 
Which is his chief source of income? Expenses can only be deducted from hig’ 
chief source of income as the section stands. Can he deduct his losses on this 
farm from his parliamentary indemnity, for instance? There are some very 
interesting questions arise. Some of the problems that arise in the administra- 
tion relate to what are known as hobby farmers who have farms for the purpose 


of farming, of course, but they have other sources of income. 


Mr. Hacxerr: What possible set of rules could be made to apply to cases 
like that? Must it not inevitably be ministerial discretion? ! 


® 
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Mr. Macponneu: It is a terrible suggestion but I suppose it is inevitable. 

Mr. Hacxerr: I think it is inevitable. I do not see how you can make 
rules to fit. 

Mr. JAcKMAN: Let us adjourn on this one. 

Hon. Mr. Assorr: Perhaps the members of the committee might think it 
over during the dinner recess. 

The CHarrMAN: We reconvene at 8.30 in room 480. 


The committee adjourned at 6 p.m. to resume at 8.30 p.m. 


On resuming at 8.30 p.m. 


The Cuarrman: Any further discussion on section 13? 


Hon. Mr. Assotr: You will recall that was the section where I said we 
had received representations that it would be desirable to retain ministerial 
discretion. I must confess my own personal view is it is a section in which it 
would be in the interests of the taxpayer to retain it, but I do not want. to 
impose that view on the committee or on the House. We eliminated most of the 
discretions, but if the committee feels this is a case where this discretion should 
be retained Mr. Jackett can prepare an appropriate amendment. It would 
not be difficult. I would be prepared to have that moved. 

Mr. Stewart: What would be the position under this section of a taxpayer 
who has a job and a steady income of $200 a month, and who on the side has 
a little farm on which he grows vegetables and flowers and on which he makes 
money? In my experience that individual has been taxed not only for the 
income from his job but also the profits from the farm while he has not been 
allowed to deduct losses sustained on the farm in those years when he had 
losses. What would be the situation under the section? 


Hon. Mr. Assorr: I take it in that case—the officials will correct me if I 
am wrong—his income from the farm would be considered as secondary income. 
He would be allowed to deduct from that income the expenses incurred in earning 
the farm income, but he would not qualify as a farmer for the purpose of 
averaging over what is now to be the five year period. 

Mr. Stewart: Let us assume he would earn $2,400 in a year when he made 
a loss of $400 or $500 on the farm and was not allowed to deduct the loss. 

Hon. Mr. Asporr: He could not deduct the loss. If his chief source of 
income was the job then his farm would be secondary income and he could only 
deduct from his farm income expenses actually incurred in operating the farm. 


Mr. Stewart: It struck me as being rather unfair because he simply could 
not win whereas the department did. If he made a profit on the farm it was 
added to his income; if he made a loss he could not deduct it from his income. 
I could never understand the logic of that position. 

Hon. Mr. Assorr: Of course, an ordinary individual who makes a profit in 
one year and a loss in the next cannot offset his loss in one year against the 
profit in another. ‘They are separate periods. 

Mr. Stewart: Quite. | 

Hon. Mr. Assorr: The general rule is and always has been that you cannot 
offset losses incurred in earning secondary income against your earnings or profits 
from your principal source of income, whether it is a business, salary or what- 
ever it may be. I should have added to what I said that the provision of 
carrying backward. or forward losses would apply in that case. 
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Mr. Srewart: This happened two or three years ago. The situation is 
different now. It seemed to me to be unfair. a 

Hon. Mr, Assorr: I think probably the unfairness you refer to would now 
be largely corrected as a result of the carrying backward or forward of losses. 

The CHatrMAN: Then have you an amendment? 

Hon. Mr. Asport:. It is not drafted yet. 1 do not want to force this on the 
committee, but I think this would be a section where it would be in the interests - 
of the individual taxpayer and the administration to have ministerial discretion. \ 
That is my personal view and we have had representations to that effect. 

The CuairMANn: Shall the section stand for that amendment? 

Mr. MacponneEu: I think there is a case for discretion there. — 

Hon. Mr. Apsorr: [Then I will have the amendment ready for tomorrow. 

The CHarrMan: Section 14. Shall section 14 carry? 

Mr. Jackman: In line 23 it says, “Or in such other manner as may be 
permitted by regulation.”” Do I take it from that the department will recognize 
any well established practice either in connection with a particular company 
or with an industry generally which may differ from the definition in the 
first three lines of the section? 

Hon. Mr. Asporr: The section is to give complete flexibility. The rule is 
cost or market, whichever is the lower, but that could be varied there. I think 
the application would have to be general. It could be applied to a type of 
business but it would have to be the same rule for the same type of business. 
You could not make a rule for individual businesses. 

Mr. Jackman: Like companies and like industries. 

Hon. Mr. Axssorr: Quite so. 


Mr. Jackman: But there is no change contemplated from the present 
practice by the wording of that section? a 


Hon. Mr. Aspott: Not at the moment. 


Mr. Timmins: As a matter of fact, I suppose these words, ‘‘or in such other 
manner as may be permitted by regulation” mean that the regulations are going 
to govern entirely? They might set an entirely new principle? ts 


~ Hon. Mr. Agporr: That is correct. They might adopt what is colloquially 
known as the life method. I do not suggest the regulation would but it would be 
possible to do so under the section. 


Mr. Trumrins: The words, “or in such other manner as may be permitted by 
regulation” really do not have to be co-related to the words that precede that? 


Hon. Mr. Azpsorr: Not at all. The words that precede establish the existing 
practice which is cost or market, whichever is the lower. It is open to provide by 
regulation for another method if that is deemed necessary or desirable. It is 
permissive. 


Mr. Tromins: We are really in the hands of the regulations? 


Hon. Mr. Assorr: That is true. In a good many cases in the Act the 
committee will see there is a provision for the enactment of regulations. Those 
are in large measure to substitute for the present ministerial discretion. The ( 
regulations would have to be adopted, published, and they would be subject to 
interpretation by the courts and subject to appeal in the courts. In that way 
you get away from the objectionable feature of discretion where the courts 
cannot interfere with discretion that is not being fairly exercised. 


Mr. Tris: The last Deputy Minister of Finance adopted— 
Hon. Mr. Asporr: Deputy Minister of National Revenue. 


» 
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Mr. Timmins: Deputy Minister of National Revenue adopted a policy 
whereby rulings that were made were spread across the whole country from office 
to office of the department so that everybody might know, chartered accountants 
particularly, that a decision that had been made in Halifax would be applicable 
to Vancouver. I suppose that the department will follow the same practice in 
the future, will they? 

Hon. Mr. Asporr: I understand so. Section 106, subsection (2) on page 70, 
says:— 

No regulation made under this Act has effect until it has been 
published in the Canada Gazette but, when so published, a regulation shall, 


if it so provides, be effective with reference to a period before it was 
published. 
To answer your question more directly, Mr. Timmins, any decision or any 
regulation of course is applicable right across the country. 
The CHAIRMAN: Shall section 14 carry? 
Carried. 


Section 15: 


Mr. Macponneuu: I want to ask a-question about the last words there, 
“for the fiscal period or periods that ended in the year”. Does that suggest that 
you might have a fiscal period of less than a year? 


Mr. Jackert: A partnership or individual. You take let us say where a 
person dies and brings a partnership to an end. The fiscal period ends at that 
time, so you may have two periods ending in the same calendar year. 


Mr. MacponneELu: You might. I see what you mean. ; 


Mr. Fureminc: In an extreme case, if you had three partners and two of them 
died within the year there might be three fiscal periods? 


Mr. Jackett: It would be a different partnership then. 

Mr. Fieminc: This is the only kind of case that it is intended to apply to? 
Mr. Jackerr: I think that is correct. 

The CuHarrMaAn: Shall section 15 carry? 

Carried. 


Section 16: 

Mr. MacponneE.u: Subsection 2 of section 16, the last part of it: “shall be 
deemed to have been received by the taxpayer in the year to the extent of his 
interest therein notwithstanding that there was no distribution or division 
thereof in that year.” Might that not work to force a man to pay a tax on 
something that he has never been able to get at all? 

Mr. Jackert: This would only apply where he was actually entitled to it. 

Mr. Macponneu: He might be entitled to it all right, but suppose he was 
never paid it; suppose he was entitled to it, you might then tax him to the 
extent of his interest therein notwithstanding that there was no distribution or 
division; supposing he never got it at all? 

Mr. JackeTT: It is just at that time. 

Mr. Macponneuu: He has the right to it but he may have no means of 
getting it. 

Mr. JAcxert: The section would not apply if he had no means of getting it. 

Mr. Macponne.u: But it does not say so. 


Mr. Fueminec: Is not that where the decision in the famous old St. Lucia 
case applies; there is no income until it comes in? 


‘ 
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Mr. Jacxert: This refers to the present act which says whether distributed 
or not. 


Mr. Fiemine: It is marked new 2n the act. zf 


Mr. Jacxerr: It is marked new because it sets out two or three words in the 
present definition. 


Mr. Fupminc: I may be wrong, but I was under the impression that it was 
much wider in scope than the sections referred to in the present act. 


Mr. Marovis: If there was never any dividend declared and the company 
went into bankruptcy the man alone never sees it but he has to pay a tax on it. 
Tf the company sustains a loss then the profit does not go to the individual. The 
individual would have to pay the tax on it although he never might receive 
either a dividend or profit, or whatever it was. 

Mr. Jacxert: Are you talking about the shareholders in the company? 


Mr. Marovts: No. This applies to company or an individual or anybody who 
may receive some benefit during the year out of some partnership, and say the _ 
organization goes into bankruptcy a few months or a few weeks after the end 
of the fiscal year the individual would receive no profit and yet he will have to 
pay the tax. | 

The Cuatrman: “Notwithstanding that there was no distribution or division 
thereof in that year”; could not that be changed to read, “in the following 
year’? 


Hon. Mr. Assortt: Perhaps we should let this subsection 2 stand and I will 
discuss the drafting of it with Mr. Jackett and Mr. Gavsie. 


Mr. Fuuron: It seems to me there is one but I cannot find it at the moment; 
isn’t there an earlier section which allows employees to assign part of their pay 


‘to a union by way of payment of dues and have it deducted from income? 


Mr. JAckretT: Yes. 


Mr. Fuuron: Does not this section 16, subsection 1, previde for that? It 
says in effect that if you paid money to somebody else who benefits the taxpayer 
‘will have to pay the tax. ; 


Hon. Mr. Assorr: The provision to which you refer now is in the pension 
provisions under section li(g). : 


Mr. Fuuron: Yes, section (g). If he contracts that part of his wages are to 
be paid to a union he is entitled to have it deducted but he is not entitled to an 
exemption from income. Now, under 16, (1) it seems to me you are enacting a 
provision which conflicts with that. 

Mr. Gavste: No. He must first include it in his income to be entitled to a 
deduction. He includes it first and then he subtracts it. There would be no 
point in subtracting if he did not include it in income in the first case. 

Mr. Fuuron: In section 16, (1) you say, “shall be included in computing the 
taxpayer’s income to the extent that it would be if the payment or transfer had 
been made to him.” 

Mr. Gavsre: It is related to his income and then it is deducted, he takes 
whatever deduction he may be entitled to, but it must ‘be included in computing 
his income. 

Hon. Mr. Asporr: In the same way as he takes a deduction for his marital 
exemption or for his children. He has to include in his total income and then 
arrive at the gross, and then he is entitled to deduct the amounts provided for.’ 

The CuarrMan: Section 17: 

Hon. Mr. Apporr: Section 16, (1) carries; but 16, (2) is to stand. 


The CHAIRMAN: Yoe3. 
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Mr. JACKMAN: This section 16, I take it is v0 prevent evasion? 

Hon. Mr. Asporr: That is correct. 

Mr. Timmins: Could Mr. Gavsie give us an example of what might occur 
under section 17, (1). 

Hon. Mr. Assorr: That is sales below market value? 

Mr. Timmins: Yes. 

The CuatrmMan: Mr. Timmins, Mr. Jackett will answer your question. 

Mr. Jackerr: Where a parent company sells goods to a subsidiary company 
below a fair market value and would therefore show an income less than what 
it should be this section requires it to take in at fair market value as though it 
actually had been received. 

Hon. Mr. Aspotr: These are not new sections. Their design is to prevent 
evasion. Obviously, where a parent and a subsidiary wish to do it they could 
alter their respective incomes by selling or purchasing too high or too low, as 
the case may be. 

The CHAIRMAN: Shall section 17, carry? 

‘Carried. 


Section 18? 

Mr. MacponneEuu: I have a question I would like to ask on section 18. It 
seems to me that it comes back close to the question I asked this afternoon. 
It says, “a lease-option agreement’”—‘for the purpose of computing the income 
of the lessee or other person, be deemed to be an agreement for the sale of the 
property and rent or other consideration paid or given thereunder shall be deemed 
to be on account of the price of the property and not for its use.” Well now, 
I thought it very similar. What I wanted to ask about was movables and 
immovables. 

Mr. Gavsige: You have a case in road-making equipment where an agreement 
is made to purchase on the instalment basis where you may pay for it in two 
years. Well then, you charge the whole cost to expenses and immediately resell 
it at a substantial figure. All the section says is that as far as a lessee or 
purchaser is concerned he has really entered into a contract to acquire title, 
and so far as he is concerned that agreement is an agreement of sale and he takes 
depreciation. If you notice, there is a provision at the end of the section as far as 
a lessee is concerned, that he is deemed to be the owner thereof. That would be 
in the category of being entitled to charge depreciation. 

Mr. Macponne.u: Is it clear that this applies to movables only? What is 
the law with regard to movables only? What is the law with regard to movables 
and immovables in Quebec? 

Hon. Mr. Assorr: It means, as distinguished from immovables. Broadly 
speaking real estate and buildings on real estate are immovables; or machinery 
which is placed on real estate or buildings; or which is fixed with nails and 
cement or one thing or another. Mr. Marquis could probably give you a 
definition a little more exactly than I could, but it is clearly defined. I think 
in law the distinction between movable property and immovable property and 
between real and personal property is pretty clearly established. 

Mr. JAackerr: I think personal property under the common law would 
include leasehold interests but movable property would not. 

Mr. Fiemine: It applies only with reference to section 11 (1) (a) anyway. 

Hon. Mr. Assorr: That is correct. 

Mr. FLeminc: It is not vesting for all purposes. 

Hon. Mr. Assporr: No, you merely cannot claim it as expense, and sell it 
again with real value, you must be the owner or pure lessee. 
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The CHarrMAN: Shall section 18 carry? 
Carried. 


Section 19, loan to non-resident person—exception. 

Mr. JackMAN: Supposing the situation is reversed, is there similar provision? 
I will have to read the section again to clearly get it in my mind but I have made 
a marginal note “vice versa”? and I am wondering whether we get the same 
situation if a Canadian company has a subsidiary in the United States—or 
rather if the parent company in the United States has a subsidiary in Canada and 
lends it money. The subsidiary must pay interest, is that it? 

Hon: Mr. Assorr: That would surely depend upon the American tax law. 
This is intended to prevent a Canadian company lending money to an outside 
company and not charging interest for it. I do not suppose we have any concern 
about the taxation position of a non-resident company if it lends money without 
interest to a Canadian company. 

Mr. Gavsin: The 5 per cent only comes into play if they have not fixed a 
reasonable rate themselves. 

Mr. Fueminc: Would discretion rest with the minister as to what was a 
reasonable rate? 

Hon. Mr. Asporr: It is question of fact. The administration would be the 
first ones to consider what was the reasonable rate, the taxpayer could go to 
the appeal board and then to the courts and it is a question of fact for apprecia- 
tion by the courts. 

Mr. Fraser: Supposing the parent company in the United States or in any 
other country were liquidated would there be a refund of that portion? 

Hon. Mr. Assorr: It would be a bad debt. 

Mr. Fraser: Yes, but would they get it back? 

Hon. Mr. Asporr: There is a reserve for bad debts and it could be written 
off against current earnings so there would be a recovery in that form. 

Mr. Jackman: I do not suppose the department goes so far as to say that 
;f an American company lends a subsidy in Canada money and if it does not 


charge interest rates the Canadian company would be allowed to set aside 5 per. 


cent for that contingency. 
Hon. Mr. Agporr: That has not been provided for. 
Mr. Jackman: It would seem equitable that it might. 
The CHAIRMAN: Shall section 19 carry? 
Carried. 


Section 20, losses in another country not allowed if tax deduction taken in 
previous year. 


Mr. JAcKMAN: What does section 20 mean? I could not understand it 
when I first read it. 


Hon. Mr. Assorr: It is not a new section. » 

Mr. JAcKMAN: Would you just explain the last three lines “the corporation’s 
income for taxation year shall be deemed to be not less than its income for 
the year from all sources outside that country.” 

Mr. Jackett: Possibly the idea is better put across quickly by the marginal 
note which says once you have taken a tax credit for tax paid to a foreign 
country you cannot bring home the losses from that country. 

The CHAIRMAN: Shall section 20 carry? 


Carried. 
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Section 21, husband and wife. 


‘Mr. Macponnetu: I do not understand subsection (4). Would the pre- 
sumption in the minds of the department be that the husband and wife carrying 
on business are not really in partnership? Would there be a strong onus on 
them to establish the opposite? 

Mr. Gavsite: We would start with the presumption that the husband was 
really carrying on the business unless it was established that the wife really was 
the owner of the business. In that case we would allow it as the wife’s 


business. 


Mr. Fiemine: Take the intermediary case where a wife is giving part of 
her time to the business. It is pretty hard to break down that presumption 
which exists in the minds of the department, as I have found. 


Mr. Gavsie: It is a question of partnership rather than the wife working. 


Mr. Fiemine: Yes, but you can have a partnership set up on the basis of a 
division of profits not merely as a result of the relative portion of capital sub- 
scribed but also because of the time devoted to the business. Speaking with 
some experience in this matter, I have found it is very hard to break down the 
presumption in the minds of the department that the husband is not exclusively 
the owner of the business and should pay all the taxes and all the business profit 
is added to his income. 


Mr. Macponnexi: That is the question which I was raising. 


Mr. Gavstm: I think in Bill 454 there was a different provision but there 
was almost unanimous recommendation that we should go back to the provision 
contained in the Income War 'T'ax Act. 


Mr. Ftemrne: I appreciate the concern of the department to try and avoid 
successes of efforts on the part of the husband to divide his income with his wife 
under a psuedo-partnership agreement, but I wonder if there is not some eround 
for relaxation of the presumption the department is working on because 
in my view it is too rigid. Where the wife is giving part of her time to the 
business and actually working in the business surely to goodness there should 
not be a hard and fast presumption that because she did not subscribe any part 
of the original capital that she is not earning part of the income of. the 
partnership. 


The CHairman: While you are answering Mr. Fleming I will say that I 
have had many complaints from farmers— 


Mr. Futron: And from country storekeepers. 


The CHAtrMAN: Their wives work almost ten hours a day in the fields, 
milking cows and so on, and_in fact one farmer suggested that in his district 
they would have to trade their wives around so that they could pay them. They 
can pay their neighbours’ wives but they cannot pay their own. Where is the 
section that prohibits the farmer from paying his own wife? 


Mr. Gavste: I think that would be subsection (2). 


Mr. Fuiron: What is the object of preventing a man, say a country store- 
keeper, from paying his wife a salary if she works in the store with him? If he 
pays her more than $750 then they lose their married exemption. Why not allow 
him to pay up to $750? 


‘Hon. Mr. Ansorr: One reason, and this has been argued in the House a - 
good many times, is that you could argue a man should be permitted to pay his 
wife a salary for running his house and looking after the family. After all, the 
family is a unit and the income is going to be earned. 
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Mr. Fuuron: A business is different from a house. Presumably, if he did 
not have his wife working in the business he would have to have some other 
employee. Many of‘us would like to provide maids for our wives but we cannot 
do it because it is on a different. basis. | 

Mr. MacponneLu: The farmer’s wife does all the other things a wife does 
and the farm work in addition. 

Hon. Mr. Assorr: That is correct. 

Mr. Futton: What would be the loss to the department if they permitted a 
country storekeeper or any other storekeeper to pay his wife $750? 

Hon. Mr. Assorr: The loss to the department would be an additional $750 
exemption to the husband on income from his business. | 

Mr. Jackman: Less the marital exemptions. 

Hon. Mr. Apsorr: Less the reduction in the husband’s exemption because of 
the wife’s income. 

Mr. Fueminc: As I indicated earlier, I can see a need for a provision some- 
what like this to prevent frauds being practiced on the department merely by 
the setting up between husband and wife of partnership agreements that are not 


agreements in fact but simply devices to avoid taxation. However, I cannot, 


help feeling the thing is set up too baldly and that the department has been too 
rigid. 

Hon. Mr. Asport: This has been in the law since 1924. In bill 454, last year, 
we had a suggested change which said where a husband and wife are partners in 
a business, the wife’s income from the business for a taxation year shall be deemed 
to belong to the husband except to the extent that it is established to be a reason- 
able return on the capital invested by the wife in the business. The officials tell 
me the almost unanimous representation from the representative bodies, the Bar 
Association, the Accountants and the Tax Foundation, was that we revert to the 
previous system which was ministerial discretion. : 

Mr. Fueminc: I think I can see the reason, because that puts it simply on 
the wife’s subscription of capital to the partnership. 

Hon. Mr. Aspott: That is right. 

Mr. Fiemine: On the other hand, quite apart from what she may have sub- 
scribed to the capital, there is the time and energy she devotes to the business. 

Hon. Mr. Assorr: There you get into the question of the husband paying 
the wife a salary or the wife paying the husband a salary and that has never 
been pemitted in our income tax law, never. 

Mr. Fiemine: I think there 1s some room for easing the rigidity of the ruling. 
I think there are cases of hardship in this connection within the knowledge of 
every person in this room. 

Hon. Mr. Apsorr: Perhaps my colleague the Minister of National Revenue 
could take that as a recommendation to be easier in-his interpretation of what is 
the income of one partner or the other. 


Mr. Macponnewu: In the case of farms, does it not become a very important 
question? Actually, you have had great difficulty in collecting income taxes from 
the farmers and you are making a further effort. I think there is the strongest 
feeling that justice demands some recognition of that fact. I am not at. all sure 
it might not be a good thing right across the board by way of increasing farm 
production. 3 

Hon. Mr. Asport: It is certainly a question which has been argued in the 
- committee of the House over a number of years to my knowledge. As the chair- 
man has said it has been urged strongly on behalf of farm wives. I feel, myself, if 
it is given to the farm wife it should be extended to many other wives, wives 
who help their husbands in little shops. I think, myself, that the wife who looks 
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after the house and family provides just as valuable a service and deserves Just 
as much consideration as the wife who serves in a job. 

Mr. Jaznicke: I would suggest you either allow the farm wife to earn a 
certain amount or allow a deduction for a hired girl which you do not do at the 
present time. You cannot make a deduction for the wages of a domestic, can you? 

Hon. Mr. Assort: That is right. 

Mr. JaenicKe:: I think that should be allowed in the case of a farmer. The 
wages of a domestic in the house should be deductible. 

Hon. Mr. Assorr: Well, so far, in our income tax law—that is a real policy 
question of course—so far as the income tax law is concerned, we have never 
allowed a husband and wife to divide their earned income where they are 
engaged in the same enterprise, whether it is a farm, a shop or anything else. There 
is a provision now that a wife who earns a separate income by working for 
strangers is entitled to receive that income and be taxed on it separately. If it 
exceeds a certain figure, of course, the husband loses the effect of the married 
exemption; that is the law. I must say, I have not contemplated that it was 
desirable to make any immediate change in it. 

Mr. Jaenicxe: I think you should consider the farm wife, Mr. Minister, and 
allow the farm wife, at least, to make a deduction for the services of a domestie. 

Hon. Mr. Assorr: Both I and my predecessor, Mr. Ilsley, have had that 
request made on several occasions, Mr. Jaenicke. 

The CuHarrMAN: Shall section 21 carry subject to the recommendation to the 
Minister of National Revenue? 


Carried. 


Section 22? 
Carried. 


Section 23? 
Mr. JackMAN: May I ask how the ministerial discretion works in clause (b) 
of section 22 which says, 
It is established by the transfer or that the transfer was not made for 
the purpose of avoiding income tax. 
Obviously, any transfer will lessen the income tax to some extent and that might 
be the main purpose. May I ask how the department interprets that section? 


Hon. Mr. Apsorr: That, again, would be a question of fact. The depart- 
ment would make a determination. The taxpayer, if dissatisfied, would appeal 
such determination and it would then be fer the court or the Income Tax Appeal 
Board to make a finding. | 


The CHAIRMAN: Section 23? 

Mr. Hacxerr: Will the chairman state what is the difference in language 
between “shall be deemed to be income”, and “shall be income”. It 1s 1m section 
22, the last line before paragraph (a). 

Hon. Mr. Apsorr: Would you care to make a comment on that, Mr. Jackett? 

Mr. Jackerr: What section are you contrasting section 22 with? 

Mr. Hacxerr: I am just asking the significance of “shall be deemed to be 
income” and how it would differ from the statement, “shall be income”. 

Mr. Jacxert: I think, in most cases, we have eliminated the use of the 
expression, “deemed to be”. 

Mr. Hackett: Yes, I believe you have. 

Mr. Jackxerr: We kept it in this one because it is clear it is the income of the 
transferor. Nevertheless, for the purposes of this Act, we are going to deem it to 
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be the income of the transferee. It did not seem to be appropriate to say this 
income which is being received by one person is the income of another when, in 
fact, it is not. We retained this because it is a straight fiction for the purposes of 
the Act. 

’ Hon. Mr. Aszorr: It is really the employment of a provision of the Act that 
a person cannot transfer property to someone under 19 years of age and give 
that person an income which can be taxed separately. 


Mr. Macponneuu: With respect to the use of the word ‘‘deemed” then, when 
you see it you know it is not so. 

Mr. Jacxert:-I think that is right, sir. 

Mr. JACKMAN: Suppose a father sets up a trust fund of $10,000 for a son 
when the son is aged ten. Until the boy is 19, the income from the trust fund 
would go into the father’s bracket. Legally, I suppose it is owned by the son, 
but the father must pay the tax on it. In order to have it eventually go to the 
son, without the taxation having to be paid by the parent after the child is 19, 
do you have to get a clearance from the department? It says in paragraph (d), 

It is established by the transferor that the transfer was not made for 
the purpose of avoiding income tax. 


Does one just treat it as the son’s income from there on? 


Hon. Mr. Assotr: From nineteen years on it becomes the son’s income. 


Mr. JAcKMAN: The clause is quite specific. When it says it is established 
by the transferor, what does the transferor have to do? 


Hon, Mr. Asspotr: Establish the age of his son. 


Mr. JAcKMAN: That is establish that the transfer was not made for the 
purpose of avoiding income tax. Just what happens in the case I mentioned when 
the child becomes nineteen. 


Mr. JAckerr: There are two conditions to this income being included in the 
transferor’s income for the purpose of the Act; one, that the transferee had not 
attained the age of nineteen and the other is that it is established that it was not 
for the purpose of avoiding income tax. If either one of these is satisfied the 
subsection does not apply. One is that the boy attains the age of nineteen. 


Mr. JackMAN: You have to satisfy (b) even if he is nineteen. 
Mr.-Jacxert: No. 


Mr. Funton: You have to do both. The income will be in the transferor 
unless the boy was nineteen; and (b) the taxpayer specifies to the department 
it was not for the purpose of avoiding income tax. 


Mr. Hacxerr: Would not that go to the authenticity and completeness of 
the gift? Any gift of capital reduces the income of the giver, or almost any gift. 
I imagine this section would be interpreted by inquiring into the sufficiency and 
the complete separation, yielding up the control by the giver to the donee. 

Hon. Mr. Asporr: Well, we could make it perfectly clear on the interpreta- 
tion argument if we substituted the word “or” for the word “and”. 


Mr. JACKMAN: That is much better. 
The CuHairMan: Shall section 22 carry as amended? 


Mr. JackMAN: Let me get that straight from Mr. Jackett. As I understand 
it now, if a parent transfers a sum of money to a child when the child 
becomes nineteen the money and. the income of it are irrevocably the child’s 
and the taxation bracket is also the child’s and not the parent’s; but even prior 
to a child becoming nineteen, although the department is satisfied that the 
transfer was, let us say, small and was not done wilfully to reduce the parent’s 
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capital and thereby his income, the income may be taxable in the child’s bracket 
and not in the parent’s bracket. That is what you are saying now by substituting 
the word “or’’? 


Hon. Mr, Assorr: That is correct. There might be a case—a hypothetical 
case—where a taxpayer transfers a sum to a child who may or may not be a 
relation— a sum of money to provide for the maintenance of the child. He may 
be under no legal obligation really to maintain the child, but he wants to make 
provision for him. It may be a pure gift to charity. Now, Mr. Gavsie of the 
Department of National Revenue tells me that (b) has never been applied, and 
if that is the case it is suggested that (b) be dropped entirely and that we leave 
it at “and not of the transferee”. Strike out (a), ““The transferee has before tlie 
end of the year attained the age of nineteen years,” and there would be no (b), 
and simply continue, “unless the transferee has before the end of the year attained 
the age of nineteen years.” 


Mr. Futemina: I urge that it is better to leave (b) in and have (a) and (b) 
read alternatively. Look at it from the point of view of the taxpayer. He has 
two chances in (a) and (b), if we change “and” to “or”. If we leave the section 
as it stands he has only one chance. He has to establish both (a) and (6), and if 
you take (b) out he has only one chance, but if you leave (a) and (b) in and 
change ‘‘and”’ to “or” he satisfies the requirement if he complies with either one. 

Hon. Mr, Assorr: Now, the law as it stands at the present time under the 
Income Tax Act is more restrictive than that. It provides that even after the 
transferee attains the age of nineteen years the income may still-be considered 
as income of the transferor unless it is established that the transfer-was not 
made for the purpose of avoiding income tax. It is a little difficult to discuss 
‘this with the legal adviser of the department when we are considering the clause. 
We had better allow subsection (1) to stand, and we will treat it on the same 
basis as the other section. 

The CHarrRMAN: Mr. Gavsie, might I ask one supplementary question on 
that point. What would be the date of incidence of the gift tax where the donor 
is still charged with tax on the capital? 


Hon. Mr. Asporr: I think probably the “or” is a satisfactory drafting, but 
I would want to look at it again. 


Mr. JAcKMAN: May I be clear on that? It says, “transferred property to 
a person who was under nineteen years of age.’’ That dose not exclude one’s own 
children, does it? 

Hon. Mr. Assotrr: Oh, no. There is no restriction on the relationship of 
the transferee. 


The Cuarman: Mr. Gavsie, we need not hold up for that question I asked. 
T will get the answer later. 


Shall section 23 carry? 

Carried. 

Shall section 24 carry? 

Carried. 

Mr. Hacxetr: Does the answer given about “shall be deemed” with regard 
to section 22 apply again in section 23, the last line? 

Mr. Jackxert: That is right; it is the same type of case. 

Mr. Hacxerr: The answer is the same? 

Mr. JAckeTT: Yes. 

The CHarRMAN: Section 25. 
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Mr. Fraser: I mentioned this afternoon something about an article in the 
Toronto Star. The heading of this article is “Tax paid illegally but refund ~ 
barred.” The article is dated at Ottawa, May 29, and reads: . 

The income tax department, a court judgment says, has been collecting 
a considerable amount of money in taxes in error over a five-year period. 
But it isn’t likely many Canadians will get their money back. 

In 1942, to attract married women back into industry, parliament 
amended the Income Tax Act so that where wives were employed, the 
husbands didn’t lose their married status for tax purposes. 

The department held that the intention of the act was to encourage 
women to go into war work and that only women who were “employed” 
for wages or salary could earn money without changing the tax status 
of the husband. 

If a woman were in business for herself or even jointly with her 
husband, or engaged in a profession, and had an income of more than 
$660, her husband must still be classed as single, the department ruled. 

Mr, Justice CoC O’Connor, in a judgment just handed down, wiped 
out this distinction. | c 

There are thousands of husbands in this class, but mighty few of 
them are going to have the pleasure of figuratively reaching into the 
income. tax collector’s pocket and regaining their wrongfully paid taxes. 

If they received an assessment and paid their taxes for any year, 
they lost their rights to go to the courts thirty days after paying their 
assessment. If a year has passed since they paid their assessment, the 
department is barred by law from repaying them. 


I should like the minister to comment on that. 


Hon. Mr. Azzorr: I think perhaps I will ask Dr. Eaton or Mr. Gavsie 
to comment on that. 


Mr. Fraser: Because if the judge has wiped out, your ruling, then what 
are we here for? . 


Hon. Mr. Assorr: We can always amend the law. I will ask either Mr. 
Gavsie or Mr. Jackett to comment on it. ; 


Mr. Macnonnetu: Have you got any other authority than the Toronto Star? ; 
Hon. Mr. Assorr: Dr. Eaton will answer that question. | 


Mr. Earon: I can give the origin of this clause. During the wartime when 
the government was offering encouragement for women to go into industry and 
work in war production a provision was introduced in the law that a husband 
should not lose his exemption because of the wife being employed and earning 
income. I am not sure those are the exact words, but the words “being 
employed” were in the statute, being employed and having earned income. 


Mr. Fraser: She would have to earn income to be taxable. 


Mr. Eaton: The department took the view that the words “being employed” 
meant being employed and not being in a profession or going in business on your 
own. The department ruled that is what the words meant and the court has 
reversed that decision. | ! 


Hon. Mr..McCann: This was a professional woman. 

Mr. Eaton: A professional woman. 

Hon. Mr. McCann: A doctor’s wife who was also a doctor. 
Mr. Fraser: What happens then? 

Hon. Mr. Asporr: That wartime section has been repealed. 
Mr. Fraser: I know, but the judge has reversed your decision. 
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Hon. Mr. Apsorr: The judge interpreted a section, and I have no doubt 
correctly, because Mr. Justice O’Connor is a very capable judge, but the section 
which he interpreted, which was put in during wartime, has now been repealed. 


The CHAIRMAN: Section 25. 


Mr. Giuuis: Just a minute. That is not exactly what the article says. The 
article is a rather serious accusation, I think, that you have been stealing money 
from the public for a long time. Unfortunately those who lost that money are 
not going to get it back. I think it is more serious than the minister is treating it. 
Is it true? Is that decision handed down by Mr. Justice O’Connor correct that 
over a period of years the income tax department collected income tax from 
people in this country who should not have paid it? If that is correct then that 
money should be refunded despite the fact you have now repealed the section of 
the Act which presumably gave you authority to make the deductions at that 
time. 

Hon. Mr. Assorr: Consideration is being given as to whether Mr. Justice 
O’Connor’s decision will be appealed, so that any decision as to what should or 
should not be done with respect to taxes paid in virtue of the law as it stood and 
as he interpreted it will, I think, have to wait determination as to whether the 
case is going to be taken to the higher court or not; in other words, until final 
judgment is rendered. 


Mr. Giuuis: I think that is a rather serious statement. I certainly do not: 
want the people of this country to think that the Canadian government has a 
department as important and as well qualified as our Income Tax Department 
which is just reaching into their pockets and taking money indiscriminately. 
I think it is a rather unfortunate statement to go out at this time to the public. 
It certainly does not raise the institution in the minds of the people. If that 
statement is correct I think myself it is up to the minister or someone else to say 
that if the money has been wrongfully taken from anyone in this country and 
that can be substantiated after due consideration the money will be refunded. » 
If I owe the Income Tax Department something they get it two years or ten 
years later plus interest, and so forth. 


Mr. Marquis: You cannot say it has been wrongfully collected because there 
is no final judgment. When there is a final judgment the department will see 
whether or not the judgment confirms the opinion of the department. 

Mr. Fiemine: I think it should be said this is not the first time this situation 
has arisen where money has been collected for years on the basis of a ruling in 
the department, and when a case has reached the courts the courts have upset 
the ruling and found it not to be a correct ruling on the interpretation of the Act. 

This situation is not new by any means. I am sure in the experience of the 
department it has happened a number of times where the courts have said a 
ruling was wrong. There is the question of what you are going to do about the 
years that have been assessed and paid and closed. I do not know of any case 
in which the department has gone back and opened up cases of that kind and 
made refunds after the period for application for a refund or appeal from the 
assessment has expired. 


Mr. Giuuis: Do you not think they should? 

Mr. Fiemine: There are a lot of things I think they should do. That was 
only one and it would not be one of the biggest I would like to see them do. 

Mr. JAcKMAN: If judgment finally goes against the department the section 
which stops a person opening up his return after a certain period would not 
prevail? 

Hon. Mr. Assorr: Would you like to explain that? 
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Mr. Jacxerr: I think not only in this Act but in the administration of the 


law generally you have to have some finality. In this particular Act we have a» 


system whereby there are assessments, provisions for appeals, a whole series of 
appeals, and a person who is assessed and does not appeal has to abide by that 
result even if somebody comes along a month or years later and has the law 
interpreted differently than it was applied in his case. For instance, Mr. Justice 
Thorsen held that this Income War Tax Act provided for income being on a cash 
basis and not on an accrual basis; and if you were to open up all the assessments 
on business that had occurred since 1917 on the basis of that decision, and 
interpret them on a cash basis, you would just throw your administrative 
machinery completely out of order. 

The CuairRMAN: You will find, Mr. Gillis, that all your local municipali- 
ties treat the matter of taxation ‘n the same way. You appeal against an 
assessment on your home which you think is too high and which you think has 
been too high for several years. You finally succeed in your appeal and get it 
reduced. If you can get assessment reduced in 1940 that does not mean that you 
can have it apply back over a period of years. You may think that it should 
have been reduced five years ago, but the revision or reduction does not apply 
back in the year in which it was eranted. 

Mr. Giuuts: It is not as simple as that. It is a completely different matter. 
You set up the Income War Tax Act in 1940. There were a lot of people all 


through the country who did not know anything about it, and they did not know ~ 


the intentions, and they did not have the time to run around, to read this thing 
and get legal interpretations on it. Now, you have this judgment handed down 
here which says that it should only be on cash income— 


Hon. Mr. Assorr: No, it dees not say that at all. 
Mr. Gruuts: Yes, it does. 


Hon. Mr. Aszotr: No, it does not. He has to interpret the law. It was 
obviously a doubtful point. He has interpreted the law in a certain way. His 
interpretation may be held to be wrong by a higher court. It is purely a ques- 
tion of legal interpretation. This affects comparatively few people; for instance 
doctors and married women who are working, and women lawyers—it is a pretty 
small class. It does not affect women wage earners in any way. 


Mr. Gritis: No, but what I am concerned about, this is a pretty nasty state- 
ment to appear in the Canadian press the way it is written up. 


Hon. Mr. Assort: Of course, the department is not responsible for the way 
it was written up. 


Mr. Guus: It has the responsibility to see that people are given the facts. 


Hon. Mr. Asporr: I am told that there are a number of cases now under 
consideration of a similar nature, and where assessments have not been made 
they are being held up pending a final decision in this case. Mr. Jackett is quite 
right, it is administratively impossible to go back over the years and reopen the 
return to taxpayers who have been assessed and who have paid their taxes on 
the basis of the law as it was believed to be at the time and which might be inter- 
preted in another fashion. 


Mr. Fuemtne: There would be less complaint about it in such cases if the 


seales were equal between the government and the taxpayer; but, you see, the 
government can’t come along and reopen assessments against the taxpayers years 
after, but in cases of this kind finality shuts the door in the faces of the taxpay- 
ers where the courts say that the department made a mistake in a ruling. That 
is where the trouble lies. The scales are not equal as between the taxpayer and 
the tax gatherer. 


Mr. Timmins: The taxpayer only has thirty days. 
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Hon. Mr. Azzorr: In this case, while it is true that in the law you do not 
talk about intention, there is not the slightest doubt about what was intended. 
In the introduction of this law in wartime it was intended that it should apply 
to wage earners, not to professional women. Now it may be that Mr. Justice 
O'Connor is right, that the law was imperfectly drawn; ‘but nevertheless there 
was no doubt as to what the intention of the law was in the minds of the people 
who framed it; and a reference to Hansard will show that, as I recall it myself, 

Mr. Hacxetr: May I ask a question on section 24, (1)? Might I ask this 
question about it? It would seem to deal with a certificate of indebtedness, 
That might be a promissory note. Supposing that a man was entitled to $1,000 
wages and that the employer gave him a note for $1,000. I understand that he 
must enter that in his income as $1,000, although the note was subsequently 
redeemed at 50 cents on the dollar. And I am asking if there is no provision 
made for reserve for bad debts as towards the individual as there is with the 
corporation? 

Hon. Mr. Assorr: The important word in the section, Mr. Hackett is “value 
of the security, right or indebtedness—shall be taxable income”, 

Mr. Hackett: I understand that. 

Hon. Mr. Assorr: I would think the he might include it, and since it is debt, 
it might be a doubtful debt, but he couuld take a reserve against it. Wouldn’t 
that be right Mr. Gavsie? The case, cf course, that this is intended to meet is 
not the type of transaction to which you are referring, the payment of wages or 
earnings by the giving of a promissory note. It is intended to get at bonds or 
debentures or something of that sort that are given in lieu of cash—stock divi- 
dends—that is not covered here but it is covered in another section. 

Mr. Hacxerr: When would the security be valued? I am just asking, ig it 
valued in the year it is received or the year in which it matures? 

Hon. Mr. Assorr: In the year it is received. 

Mr. Hacxerr: You have answered my question. 

Mr. JAeNicKE: Supposing the employer is perfectly sound at the time and 
a year later when the note becomes due he may have made an assignment to 
the bank. 

Mr. Hackert: He has lost his complete income and the $1,000 was never 
received. 

Mr. JazNIcKE: But that cannot be deducted later. 

Mr. Hacxerr: That is what I understand. 

Mr. Breiruavpt: It is too bad that he misvalued the security. 

Hon. Mr. Asporr: That is right. Mr. Breithaupt is right on that, he has 
undervalued it at the time. If he is in business, of course and he receives it as 
a debt in his business he has the reserve against bad debts. He writes off bad 
debts. But in the case of the wage earner he would have to value it. 

Mr. Hackert: Or the professional man. 

Hon. Mr. Assorr: Exactly; well, the professional man receives it in the 
satisfaction of a professional debt and he can reserve for bad debts, of course. 

The CHAIRMAN: Section 25. 

Mr. Timmins: But with respect to section 25, 1 (c); don’t you think when 
we are dealing with the bill afresh that we ought to raise our sight in respect to 
deductions in favour of dependent children? I think we have to take cognizance 
of the sharp rise in the cost of living. We all know that $100 for any child or 
grandchild qualified as a dependent, or $300 in the case of a grandchild not 
qualified for family allowance, is too low. 
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Hon. Mr. Assotr: Are you suggesting, Mr. Timmins, that we ought to 
snerease the amount of the exemption? 3 


Mr. Trumins: I think we should. 


Hon. Mr. Apsort: That is clearly the sort of thing that should be a 
budgetary item, I am sure you will agree. 


Mr. Truins: Or course, I am out of order. 
Mr. Macvonnetu; Leave that for next year. ( 


Mr. Timmins: I would like to recommend it; I doubt if there are any 
members of the committee here who would not recommend it if I did not. 


Hon. Mr. Apsorr: In the case of 1 (c), the committee will notice that in 
the case of a child or grandchild wholly dependent on the taxpayer for, support, 
it is now 21 years of age instead of under 18 years of age. It has been raised 
from 18 years to 21 years. . 


Mr. Hackett: I suppose I find myself again in the position of Mr. Timmins, - 
that there are many people today who had a family of four or five dependent 
on them a few years ago and then these children went to the war and now they 
not only have the four or five dependents, but they have four or five dependent 
families; but there is no provision made for them. 


Hon. Mr. Assorr: They are very, very fortunate to have such parents in 
such satisfactory financial circumstances. 


Mr. Lesace: Would I be out of order to make a suggestion now, 
Mr. Chairman? 3 


Hon. Mr. Assorr: Nobody is out of order so far as suggestions are con- 
cerned, Mr. Lesage. Any change would clearly be of a budgetary nature; 
I refer, of course, to increased exemptions such as have been suggested by 
Mr. Timmins. 


Mr. Brerruavurr: Did we not decide this afternoon that we were not going 
to call this? 


Mr. Jackman: I would like to bring up an administrative matter in connec- 
tion with this. I understand that if a child has a certain minimum income— 


The CuarrMan: Order, order. 


Mr. Jackman: If a child has a certain income the parents cannot claim the 
$100 or $300 allowance. How much is that independent income? 

Hon. Mr. Assorr: That is to be provided for in the regulations. Page 69, 
section 106(h) “The Governor in Council may make regulations defining the 
classes of persons who may be regarded as dependent for the purposes of this 
Act.” The present administrative practice is and has been for some time, to 
allow $400. 


Mr. Jackman: Is it your intention to have the figure remain there or to 
recognize the increased cost of living? 

Hon. Mr. Asporr: That is a matter which is still under consideration. 

Mr. Fieminc: I have a similar question to that of Mr. Fulton. Have you 
had any cases of families who, in respect to the children, qualify for family 
allowance but have not taken it? | Bs 

Hon. Mr. Agporr: They would not know that in the Department of Nationa(.D 
Revenue. 

Mr. Fueminc: I am wondering if there are any people who for personal 
reasons decline to take advantage of the family allowance and have, under this 
section which came into force two years ago, received no benefit by way of 
increased deductions? | : 

Hon. Mr. Anporr: There may be some but there would be no record in the 
Department of National Revenue. As far as the returns of the Department of 
National Revenue are concerned the income tax return shows the age of the 
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children and that determines whether they are entitled to claim exemption of 
$100 or $300. If the children are of family allowance age, whether the parents 
claim or not, the deduction is $100 and if they are over family allowance age 
the deduction is $300. I still have one cluld which qualifies for family allowance 
and my wife is delighted with the cheque. I would hate to try and take it away 
from her. 

Mr. Futron: What is the average payment per child per month? 

Hon. Mr. Asporr: It varies with the age of the child. 

Mr. Futon: It would never be as much as $200 per year per child. 

Hon. Mr. Asporr: It would be worth more than an exemption of $200, 
depending on the bracket. If you were in the 50 per cent bracket, which is a 
fairly high bracket, the exemption of $200 is worth $100 a year which is about 
$8 a month. 

The CHairMAN: Is section 25 carried? 


Mr. JAcCKMAN: On the administrative practice again we come across this 
very invidious distinction of the breaking even point, where it is not worthwhile 
for a wife to work after she gets $750. As the section now reads a wife who 
works is entitled to $250 exemption and when she earns up to $750 the difference 
between $750 and $250—$500—is deducted from the marital exemption of 
the husband, but if she earns $751 the $1 cuts the husband’s marital exemption 
from $250 to nothing. Administratively you may have a reason for doing that, 
perhaps you do not want to have a long schedule, but certainly in some 
industries where women could earn more than $750 it keeps them from working 
and it is a serious deterrent to production, thereby feeding the fires of inflation. 

Mr. Femina: Hear, hear. 

Hon. Mr. Assorr: Perhaps Dr. Eaton might comment on that. 


Mr. Eaton: It is true that as soon as the wife’s income passes the $750 
mark the husband does lose that exemption but there is a provision in the law 
that his tax shall not be increased by more than $1 if his wife’s income is over 
$750—it is what we call a notch provision—and you reach the point where if 
the wife earns $760 the additional tax is $10 up to the point which they equal. 

Mr. JackMAN: How many women do you think will work if they have to 
give the whole $10 or the whole $100 to the Crown? I think on the average it 
is nil. 

Hon. Mr. Assorr: It would obviously depend upon the husband’s bracket 
where the line would be crossed. 


Mr. JACKMAN: Obviously if she earns $750 up to $1,000 the whole $250 has 
to be given to the Crown. 


% 
Hon. Mr. Assporr: Only the tax on $250, not the whole $250, and if they are 
in a low income bracket the tax would not amount to much. 


Mr. JACKMAN: The wife is taxed on the excess above $750 because she 
exceeds her single exemption and the husband is reduced to a single exemption; 
and the total tax on the extra earnings may well come to 60 per cent or 70 per 
cent in the case of a person earning just over the $750. 


Mr. Friemine: I think Dr. Eaton’s explanation requires some further 
clarification. I wish he would work us out some specific instance. We had this 
matter discussed at some length in the House two years ago when this came 
into effect and we had the point raised then that this $1, when the wife goes from 
$749 to $750 costs $250. One dollar costs $251 in exemptions. 


The CHarrMAN: Dr. Eaton will prepare a table to put in the minutes, 
covering an actual case. Shall the section carry? 

Mr. Fuemine: With respect I wish to follow this up. It did not seem to 
me that the point Dr. Eaton made explained or met the point which Mr. Jack- 
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man was making. Where do we find this notch provision apart from the 


provision for making a gift to His Majesty? 

Mr. Eaton: My point was that if the wife’s Income was $751 that does 
not mean a penalty of more than one dollar to the husband. He does not have 
to pay tax on the $250 income that he loses from his exemption. His tax goes 
up by $1 if her income is $1 over the $750. If the husband’s bracket were twenty 
per cent that $250 would represent a tax of $50 so that his tax would not be 
increased by $50 until her income reached $800. You see the progression upward. 


If she had $10 over the $750 his tax would be increased $10 and so on; if she — 


had $770 his tax goes up $20, instead of taking the full brunt of the tax on the 
$250 exemption if he is deprived of it. 


Mr. FLEMING: It gets back to the same basis as making a gift to His 
Majesty. 

Mr. Eaton: That is correct. This is a general provision making it unneces- 
sary to go through the mechanics of making a gift in excess of the amount of 
exemption. In general terms the husband’s tax shall not be increased by more 
than the amount of his wife’s income in excess of $750. 


Mr. Fiemine: That only goes part way to meet the problem raised by this , 


one unhappy dollar which deprives the husband not of $1 but of $250 exemption 
for the wife’s support. Again we may be on policy but would it not be much 
fairer to allow the wife to earn $750 and deprive the husband only of the 
actual earning of the $250? 


Mr. Eaton: The problem arises because of the $250 tax free income at 
the bottom—that is really where the problem starts. 

Mr. JacKMAN: Do not take that away from us. 

Mr. Eaton: I am just giving you the origin of the problem. 

Mr. JAcKMAN: It is an accepted fact that we do not want to change that 
for very obvious reasons but you do discourage women from working and earning 
over $750 unless they are going to get way over $1,000. It is a serious thing 
to industry and discrimination is made against industry and the welfare of the 
country. 

Mr. Hacxetr: May I ask a question? We have, in section 26, sub- 
section (1)— | 

The CuairMAn: What section, Mr. Hackett? 

Mr. Hackett: Section 26. 

Some hon. Mrempers: We are on section 25. 

Mr. Hacxerr: Oh, I am ahead of you so I will wait. 

Mr. Futton: I should like to ask a question concerning the administrative 
interpretation given to section 25, (1) (d) which provides that a deduction may 
be made by a taxpayer who supports his parent or grandparent who is dependent 
by reason of mental or physical infirmity. Take the case of a taxpayer who is 
supporting his mother who is 60 years of age and, therefore, technically able 
to work. Obviously it is a proper social duty for a taxpayer to support his 
mother. Does the department allow a deduction under those circumstances? 

Mr. Gavsie: We are very liberal in our interpretation of that. We take the 
taxpayer’s word in most instances. 

Mr. Fuiron: Thus, if he is supporting his parent under those circumstances, 
you take his word for it? 

Mr. Gavste: Yes, in most instances. 

The CHAIRMAN: Section 26? 
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Mr. Hacxert: I wanted to inquire if there is anything in the Income Tax 
Act that interferes with the right which existed under the gift tax of disposing 
of one-half of the difference between the taxable income and the tax, free of 
gift tax? 

Hon. Mr. Assorr: The section in the gift tax which we come to later has 
not been changed and there is nothing in this section which is in conflict with 
that section. 

The CHAIRMAN: Shall section 26 carry? 

Mr. JAENICKE: Have you any rule about charitable organizations to whom 
donations may be made? Is that fixed by regulation? . 

Hon. Mr. Asporr: That is fixed by law. I think I mentioned that in the 
House. What is a charitable organization or what is a gift for charitable pur- 
poses has been fixed by a long line of cases, I am told, particularly in England. 
It is a matter of mixed fact and law as to what is a charitable donation. There 
are borderline cases, of course. The most recent controversy concerns the 
setting up of memorial halls in small towns; rinks and that sort of thing. 

Mr. JAENICKE: What has been your attitude towards rinks? 

Hon. Mr. Assorr: Each case has to be looked at on its merits. 

Mr. Fraser: Are those cases being looked after now? There have been 
applications in regard to those and has any decision been made upon them? 
Those applications deal with memorial halls and rinks? 

Hon. Mr. Assorr: I am told that a new and more liberal directive is being 
prepared and will be circulated by the department. 

Mr. Fraser: How soon? We have been waiting for some months. 

Mr. Jannicxe: I think we are all interested in rinks. } 

Hon. Mr. Asporr: Mr. Gavsie says as soon as we get through this bill. 
I do not know whether or not that is supposed to be an incentive. 

Mr. Fieminc: Is that the same directive or a different one from that which 
the minister announced in the House?» ; 

Hon. Mr. Assorr: That is the one to which I was referring. <A directive 
was sent out earlier which was, perhaps, more restrictive than the accepted 


_ legal definition of a charitable undertaking would justify, and it is a new directive 


on a more liberal basis, as Mr. Gavsie says, perhaps more in line with this. 
case I referred to as being prepared and will be issued shortly. Perhaps. 
Dr. McCann would say a word. 

Hon. Mr. McCann: The situation was that under the War Charities Act 
a lot of things were spelled out to which donations were allowable for income 
tax. The War Charities Act was repealed last year, or part of it. Then we 
had to revert to what constituted donations to charitable organizations under 
the Income Tax Act and we said that things were charitable that were for the 
relief of poverty and for educational institutions. It has been determined since 
that there might be a more liberal interpretation of that. We were put in the 
position that that was the only law; but it is in the previous definition of 
organizations for charitable purposes. 

Mr. JACKMAN: In connection with 26(a) and (ii): “In the ease of an indi- 
vidual, ten per cent of his income for the year, if payment of the amounts given 
is proven by filing with the minister receipts from the organizations;” there 
are some people in the community who would like to give away more than ten 
per cent of their income if they could get tax reductions, and I learned only 
recently from the department, I think it was, that an individual could give 
as much as he wished to charity without reference to the gift tax. He can give 
away any amount of his capital he wants to, but if the government sees fit to 
allow that freedom what reason does the government ascribe to its action in 
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not allowing an individual to give up the fruits of that capital during one year 
without stint? If they allow him to give away the tree, why can he not give 
away the fruits? He may wish to keep his capital in case of.evil days befalling 
him, but he may want to give more than ten per cent. Is there any sound reason 
for the ten per cent limitation? 


Hon. Mr. Asporr: At the present time, as you know, or until the amendment 
this year, there was a limitation of 50 per cent on the gifts a person could make 
for succession duty purposes. Now, that has been changed and brought into 
line with the law existing in the two provinces of Canada which still continue 
to levy provincial succession duties. Of course, a gift of this kind, as you 
point out, Mr. Jackman, can do two things; it can reduce income and it can 
also reduce the estate for succession duty purposes. Now, in making a gift of 
capital for charitable purposes there is no longer any succession duty reduction. 

Mr. Hackett: The time limit is still there. 

Hon. Mr. Assorr: The time limit is still there, that is right——three years; 
not for charitable deductions. 


Mr. JAckMAN: The point I made was not with regard to succession duties 
but in regard to gift tax. You can give away your capital—all you want. 

Hon. Mr. Assotr: In effect, of course, what you are doing here is saying 
that an individual can select his own particular benefit. 


Mr. JAckMAN: You have recognized that. 


Hon. Mr, Assotr: We do not tax capital gains and we do not have a capital 
levy. The only form of capital tax, if one may call it that, is the succession 
duty. tax. Now, income tax is one of our main sources of raising revenue, and 
the state now provides a good deal of social service of one sort or another, so 
it must raise substantial revenues from the taxpayers, and there is a limit to 
which one can allow a man to pick out his own form of social service and get 
tax exemption for it. 

Mr. JAcKMAN: I cannot understand why, if you believe that, as you 
apparently do on your present statement, you allow an individual to give away 
the tree but you will not allow him to give away the crop. 

Hon. Mr. Apporr: The main reason is because I say we do not tax capital. 
‘There is a pretty fair deterrent there. People are rather reluctant in a good 
many cases to give large chunks of capital to charity. They never know what. 
may turn up. They may need it themselves. They are willing to make a gift 
but they wish to keep their capital free to protect their position. I think 
perhaps that is as good an answer as I can give you. Human nature being 
what it is I think that while people may make fairly generous gifts out of 
income there are a good many who are rather reluctant to make too large gifts 
out of capital. 


Mr. Futron: May I ask what consideration was given under 26(6) to 
adopting the American practice which I understand is somewhat more generous 
than ours with respect to medical expenses, and what was the argument against it? 


Hon. Mr. Asspotr: The American exemption system is this. They allow 
10 per cent as a blanket charge to cover charitable donations, medical expenses 
and everything else. That would be great and very simple from the point 
of view of administration, but I am afraid charitable donations would suffer 
severely because people would take the deduction but they would not give to 
the churches or hospitals or the other charitable organizations. The average 
medical expense does not run for the average family more than 4 or 5 per cent, 
I do not think. 


Mr. Futron: Is the American system not a little different from that? 
Are you not allowed up to 10 per cent without specification, but if you want 
more than ten per cent and you can prove you have paid to charity or for medical 
expenses more than 10 per cent— 
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Hon. Mr. Assorr: You have got an option. Where you claim your actual 
{ am told in the United States it is 5 per cent instead of our 4 per cent. 

Mr. Futton: For medical expenses? 

Hon. Mr. Assorr: For medical expenses. Ours is more generous. 

The Cuairman: Gentlemen, in order to be fair to the reporting staff, it is 
after 10 o’clock, and perhaps we should adjourn. I was wondering if the com- 
mittee would be in a position to carry the three remaining sections so that we — 
might start on division D. 

Mr. Fiemine: I am quite willing to stay until we finish section 29, but I 
have a couple of questions I should like to ask. 

The CHatrMAN: It would be very much better if we could clear this division 
so as to start on a fresh division. 

Mr. Fiemine: Before we leave this matter of the 4 per cent I do wish the 
minister would give consideration to making it more generous. After all, if he 
would reduce the percentage it would be a sizeable contribution towards helping 
a good many families. However, I wanted to ask a question with regard to the 
medical expenses. We have had this problem up before in the House. I am 
asking about the administrative practice now in a situation which discriminates 
to the disadvantage of the urban dweller. His physician does not fill his own 
prescriptions. They are filled at the drug store and the department does not 
make any allowance for medicines bought at the drug store under a doctor’s 
prescription. But the country physician does his own dispensing, supplies his 
own medicine and includes it in his account and the department allows the 
account in full. Now, that might look like a small matter but a good many 
people in the smaller income brackets particularly find that their accounts for 
medicine may run to substantial amounts, may run over $100 in the case of 
serious illness in the family. And that means a great deal, particularly to the 
family of small means. 

Hon. Mr. Assorr: Well, medical expenses have to be in excess of 4 per 
cent of the taxpayer’s income before any deduction can be made. That is point 
No. 1. If they are in excess of 4 per cent it is generally as a result of a fairly heavy 
illness and long hospitalization or something of that sort; and under those 
circumstances the cost of drugs in total is not a large factor; and under those 
circumstances it would all be covered really. But anything above 4 per cent 
of the taxpayer’s income can be claimed as a-deduction, with a limitation which 
is a little more generous now; it is now $1,000 instead of $900. This is a matter 
which comes up year after year in the House. 

Mr. FLemine: Yes, I have brought it up before myself. 

Hon. Mr. Asporr: That is a thing which could create a terrific administra- 
tive problem, a problem which it would be absolutely impossible for them to 
undertake. ‘There are too many drug stores in the country and they sell too 
many kinds of drugs and other things; and I can say right now that it would be 
administratively impossible to make that sort of thing work. 

Mr. Ftemine: Why could you not have a proper statement of account as in 
the case of doctors, have the drugs and medicines itemized and sibmitted in the 
Same way as doctor’s accounts. In the case of doctors in the country as I said, 
the bills for medicines is included in the doctor’s statement. I know of a case 
of illness in the family where the medicine used amounted to over $100. If 
that had happened in the country the patient would have had the benefit of 
it, in the city it is turned down. 

Mr. Trmmins: What Mr. Fleming has said is very often the case, that 
the cost of medicine in connection with an illness may be very considerable. 
I know a case of a member of this House who paid $1,000 a year for care and 
his drugs were about 25 per cent of the sum. 
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Hon. Mr. Assotrr: Does he set his drugs through his physician? I feel im 
that case it would be desirable to have a medical practitioner who ‘is providing 


the care of hospitalization include those drugs in the hospital or doctor’s account, — 


in which case they would be fully claimable. In the case of that kind I would 
think it would be very much in the interest of the taxpayer to arrange his pur- 
chases of drugs so that they would be clearly claimable. 


Mr. Trumins: That is a practice which is allowed? 
Hon. Mr. Asporr: Yes. 
The CHAIRMAN: Carried. 


Mr. Jackman: Might I ask, is the 4 per cent on the gross income of the 
individual, or is it on the net income after taxes? 


Hon. Mr. Apsorr: It is on the taxable income before deduction of taxes. 
- Mr. Jacxman: It makes an awful difference. 

Hon. Mr. Assorr: No. I must correct myself. It is his income before 
taking off any of his personal exemptions, such as the $1,500 for married status, 
or exemption of $300 or $100 for children as the case may be. 

- Hon. Mr. McCann: If he has a $4000 income and his medical expenses 
are $200, he gets an exemption of $40. 

Hon. Mr. Asporr: It is more in the case of a married man, Mr. Jackman, 


a man with $4,000 income, before deducting the $1,500 married exemption—it — 


would be 4 per cent of $4,000. 

Hon. Mr. McCann: No, no. 

Mr. Jackman: Let’s take the case of a wealthy individual who has an 
operation. He pays for a lot of things in addition to the services rendered to 
him. he pays for the public wards. Now, if the 4 per cent is applied to his income 
before taxes the amount is considerably greater than if it applied to 4 per cent 
of his income after taxes. If it were applied after taxes there would be some 
humanity about it. : 

Hon. Mr. Assort: The basis of the provision is this. There has to be an 
arbitrary line drawn somewhere, and 4 per cent was considered as a reasonable 
proportion of one’s income which might be an average amount for medical 
services, and that any medical expenses in excess of that would be abnormal. 
We all know, or at least I understand that a ereat many people. who are wealthy 
pay higher fees to their surgeons than poor people do, and they do it because 
their incomes are bigger; therefore, in their case, they pay a higher percentage 
of income for medical services than the man of more moderate means. 

Mr. JackMAN: But greater justice would be done if the 4 per cent applied 
to income after taxes than before. 


The Cruamman: Gentlemen, it is a quarter after ten. It is not fair to the — 


reporting staff to keep them longer. We will adjourn until 3.30 tomorrow after- 
noon in the same room. 


The committee adjourned to meet again tomorrow, June 16, 1948, at 
3.00 p.m. 
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APPENDIX “A’’- 
LIST OF THE NAMES OF ORGANIZATIONS AND INDIVIDUALS WHO 


HAVE MADE REPRESENTATIONS AND SUBMITTED BRIEFS 
; TO THE MINISTER OF FINANCE WITH REFERENCE 
>) TO BILL NUMBER 338, AN ACT RESPECTING 


INCOME TAXES 


/ Representations by 


Board of Trade of the City of Toronto, Toronto. . 
Canadian Metal Mining Association, Toronto. 
River Hebert Co-Operative Services, River Hebert, Nova Scotia. 
The United Farmers Co-operative Company, Toronto. 
Commuters Club of Windsor, Windsor. 3 
Quebec Asbestos Producers’ Association, Asbestos, Quebec. 
f The Canadian Chamber of Commerce, Montreal. 
Fred J. Grover, Vancouver. 
3 Mr. Earle Rowe, Ottawa. 
4 Brooklyn Co-operative Society Limited, Newport, Hants Co., NS. 
Sy Chauvin, Walker & Martineau, Montreal. 
3 Grenville Park Co-operative Housing Association Limited, Kingston. 
Cassels, Brock & Kelley, Toronto. 
Domestic Coal Operators’ Association of Western Canada, Drumheller, Alta. 
Stanley E. Edwards, Osgoode Hall Law School, Toronto. 
Ducks Unlimited (Canada), Winnipeg. 
Saskatchewan Municipal Hail, Reyina. 
E Additional Municipal Hail, Regina. 
4 Mrs. N. A. Anderson, Toronto. 
Workers’ Co-Operative of New Toronto Limited, Timmins. 
The Canadian Life Insurance Owners Association, Toronto. 
Commercial Travellers Association of Canada, Toronto. 
Canadian Retail Federation, Toronto. 
Chambre de Commerce du District de Montreal, Montreal. 
Nanaimo Board of Trade, Nanaimo, B.C. 
Canadian Dental Association, Toronto. 
Canadian Association of Garment Manufacturers. 
Edmonton Chamber of Commerce, Edmonton. 
Calgary Board of Trade, Calgary. 
Harvey & Yanda, Edmonton. 
Herridge & Tolmie, Ottawa. 
Frank B. Common, K.C., Montreal. 
Chambre de Commerce de Saint-Pascal, Saint-Pascal de Kamouraska. 
3 Cardston and District Chamber of Commerce, Cardston, Alta. 
) J. C. Lynch, Vancouver, B.C. 
Canadian Council of Professional! Engineers and Scientists, Ottawa. 
Department of External Affairs, Ottawa. 
Department of Insurance, Ottawa. © 
. Western Insurance Company, Toronto. 
The Canadian Fire Insurance Company, Winnipeg. 
The Canadian Indemnity Company, Winnipeg. 
Dominion Coal Board, Ottawa. 
Department of Trade and Commerce, Ottawa. 
Fox Harbour Co-operative, Fox Harbour, NS. 
Co-operative Union of P.EJ., Charlottetown. P.EI. 
Capital Co-operative Limited, Fredericton, N.B. 
Westport Co-operative Society Ltd. Westport, NS. 
Riverdale Co-operative Ltd., West Bay Rd., NS. 
é Edmonton Chamber of Commerce, Edmonton. Alta. 
4 =) Wellington Co-operative Association Ltd., Wellington, P.EJ. 
Trust Companies Association of Ontario and Quebec, Toronto, Ont. 
Cabot Co-operative Society Ltd., North Shore, N:S. 
Iona Co-operative Ltd., Iona, NS. 
Dasco Employees Credit Union Ltd.. Sydney, NS. 
Reserve Mines Consumers Co-operative, Reserve Mines, NS. 
Main-a-dieu Co-operative Society Ltd.; Main-a-dieu, NS. 
s: Blue Ribbon. Co-operative Society Ltd., Little River, N\S. 
British Canadian Co-operative Society Ltd., Sydney Mines, NS. 
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St. Michael’s Co-operative Ltd., Widgeport, N.S. 

British Columbia Lumber Manufacturers Association, Vancouver, B.C. 

The Law Society of Alberta, Edmonton, Alta. 

Liverpool Co-operative Society Ltd., Brooklyn, NS. 

Co-operative Union of Canada, Ottawa. 

Le Conseil Canadien do la Co-opération, Ottawa. 

John W. Gilbert, Hanover, Ont. 

United Corporations Ltd., Montreal, Que. 

Alfred C. Dobell, Quebec, Que. 

Ontario Mining Association, Toronto, Ont. ( 
Imperial Oil Limited. Toronto, Ont. 

Osler Hoskin and Harcourt, Toronto, Ont. 

F. H. Leslie (Niagara Falls Evening Review), Niagara Falls, Ont. 
Herbert J. Basington, Toronto. 
Canadian Bankers Association, Toronto. 

A. W. Parish, Hamilton. 

Gordon F. Maclaren, Ottawa. 

H. J. Riley, K.C., Winnipeg. 

Manitoba Bar Association, Winnipeg. ~ 
Canadian Business Consultants, Ottawa. 

Dr. J. A. MacFarlane, Toronto. 

Investors Syndicate of Canada Ltd. 

Canadian Tax Foundation, Toronto. 

Canadian Infantry Association. 

Hiram Walker-Gooderham and Worts Ltd., Walkerville, Ont. 

Herbert Adamson, Winnipeg. 

George E. Hardy, St. James, Man. 

Canadian Medical Association, Toronto, Ont. 

George A. Touche and Co., Toronto, Ont. 

Economic Investment Trust Ltd., Toronto, Ont. 

Dominion-Scottish Investments Ltd., Toronto, Ont. 

W. H. Howard, Montreal. 

Gordon M. Webster, Montreal. 

International Nickel Co. of Canada, New York, U.S.A. 

Robert MacGregor Dawson, Toronto, Ont. 

Dominion Association of Chartered Accountants 

Ebenezer Saskatchewan Co-operative Wheat Pool. 

Shoe Manufacturers’ Association of Canada 

R. J.B: North, A.P-A., H. Hamilton, Ont: 

D. King Hazen, MP. : 
Farmer Mutual Insurance Companies of, Quebec 

Catholic Farmers Union Mutual Insurance Society 

New Glasgow Co-operative Society Ltd. 

United Grain Growers Limited—Brief. 

Mrs. Vincent X. McEnavy, Toronto, Ont. 

Canadian Electrical Manufacturers Association. 

C.C.H. Canadian, Limited, Toronto, Ont. 

National Life Assurance Company of Canada. 

The Tor Bay Cannery Company Limited, Larry’s River. 

Dominion Joint Legislative Committee Railway Transportation Brotherhoods. 
St. Peters Co-operative Society. 

The Oxford Co-operative Limited. 

Mid-West Metal Mining Association, Winnipeg, Man. 

Canadian Bar Association. 

R. A. Howes, Esq. 

Canadian Lumbermen’s Association. 

Pontiex Co-operative Association Ltd., Pontiex, Sask. 

Morien Co-operative Society,- Port Morien, NS. 

Ontario Co-operative Union, Port Elgin, Ont. 

Canadian Investment Fund Limited. 

Halifax Co-operative Society Ltd. : 
West Arichat Co-operative Society Ld., West Arichat, NS. (€ 
Demaine Co-operative Association, Demain. 

Hannah, Nolan, Chambers, Might & Soucier (Barristers), Calgary. 
Canadian National Institute for the Blind. 

N. A. Robertson, Esq., High Commissioner in the U.K. 
Co-operative Union of Canada. 

Western Quebec Mining Association. 

Ships Cove Co-operative Society Ltd., East Ship Harbour, N.S. 
Judique Co-operative Society, Ltd., Judique, NS. 
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Shipowners Association (Deep Sea) of British Columbia. 


Port Felix Co-operative Society, Musquodobay Harbour, NS. 


Port Hood Co-operative Limited, Port Hood, NS. 

B.C. Loggers Association 

B.C. Lumber Manufacturer’s Association. 

Bay View Co-operative Creamery Limited, Selma, NS. 
Whycocomagh Co-operative Ltd., Whycocomagh, NS. 
Little Dover Co-operative Society Ltd., Little Dover, NS. 
Cross Roads Co-operative Society Ltd., Parrsboro, NS. 
Dominion Mortgage & Investments Association. 

Central Co-operative Society, St. Margaret’s Village, NS. 
Robert Simpson Company Limited, Toronto, Ont. 
Mabou Consumers’ Co-Operative, Mabou, NS. 

Seaside Co-operative Limited, Amherst, N.S. 

‘Miss Dorothy E. Greensmith, Regina, Sask. 

Canso Co-operative Society Ltd., Canso, NS. 

Armstrong Co-operative Society, Armstrong, B.C. 
Senator G. Peter Campbell. 

British Columbia Provincial Council of Carpenters. 

Mr. J. H. Constantine, Vancouver, B.C 

McCabe Grain Company, Winnipeg, Man. 
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MINUTES OF PROCEEDINGS 


. Housp or Commons, Room 430, 
, j WepnEspay, June 16, 1948, 


The Standing Committee on Banking and Commerce met this day at 3.30 
ck p.m. Mr. Hughes Cleaver, Chairman, presided. 


Members present: Messrs, Abbott, Belzile, Benidickson, Black (Cumber- 
land), Bradette, Breithaupt, Coté (SE. John’s-Iberville-Napierville). Fraser, 
Fulton, Gillis, Gour (Russell) , Harkness, Harris (Danforth), Irvine, Isnor, 

| Jaenicke, Lesage, Macdonnell (Muskoka-Ontario) , Marquis, Nixon, Pinard, 
Rinfret, Smith (York North), Stewart ( Winnipeg N.), Timmins. 

In attendance: Hon. J. J. McCann, Minister of National Revenue, Mr. 

V. W. Scully, Deputy Minister of Nati 


ational Revenue gy Mire Ag Eaton, Assis- 
tant Deputy Minister of Finance; Mr. W. R. Jackett 


0’clo 


, Assistant to the Deputy 


nator and Chairman of 
, Taxation Division, Department of National Revenue. 


fee. The Committee resumed consideration, clause by clause, of Bill No. 338, 
An Act respecting Income Taxes. 


The Minister of Finance, Hon. D. C. Abbott, a member of the Committee, 
assisted by Messrs Eaton, Jackett and Gavsie answered al] questions asked 
by the members in respect to each and several clauses under study, — 


Clauses 28 to 49, both inclusiy 
adopted without amendment. 
On Clause 45 

On motion of Mr. Isnor, it was 


Resolved,—That clause 45 of the said Bill be amended by inserting the 
/ words “or fishing” after the word “farming” in the second line thereof. 
| Clause 45, as 


e, with the exception of clause 45 were 


amended, was adopted, 
On Clause 50 
| On motion of Mr. Abbott, it was 


Resolved,—That, it be recommended that clause 50 of the said Bill No. 338, 


€ amended by substituting “7 per cent” to “8 per cent’, in paragraph (6b) of 
subsection one thereof. 


Clause 50, as amended, was adopted, 
Clause 51 was discussed at length and was stood over, 


The Committee, thereafter, reconsidered 
which were stood over from previous sittings. 
) On Clause 8 
On motion of Mr. Abbott it was 


Resolved—That it be recommended that the words in subsection (2) of 
Clause 8 of Bill 338 “shall be included in Computing the income of the share- 
holder for the year” be deleted and the following substituted therefor: “ghal] 
be deemed to have been received by the sharel 


10lders as a dividend in the year.” 
Clause 8, as amended, was adopted. 


607 


clauses 8, 11, 12, 13, 16-and 22, 
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On Clause 11.. 
On motion of Mr. Abbott, it was : 


Resolved—That it be recommended that paragrap (b) of subsection (1) of 
clause 11 of Bill 338 be revised to read as follows: 


(b) such amount as an allowance in respect of an oil or gas well, 
mine or timber limit, if any, as is allowed to the taxpayer by regulation ; 

THAT subsection (2) of the said clause 11 be revised to read as 
follows: 


(2) There may be deducted in computing the income of a 
shareholder from shares in a corporation whose income is from the 
operation of an oil or gas well, or mine, such amount, if any, as 18 
allowed by regulation ; 

AND THAT subsection (3) of the said clause 11 be revised to read 


as follows: 


(3) Where a deduction is allowed under paragraph (b) of 
section 1 in respect of an. oil or gas well, mine or timber limit 
operated by a lessee, the lessor and lessee may agree as to what 
portion of the allowance each may deduct and in the event that they 
cannot agree, the Minister may fix the portions. 


Clause 11, as amended, was adopted. 


On Clause 12. 


With the understanding that the departmental officials would supply the | 
Committee with certain information, requested by Mr. Fulton, Clause 12 was 
adopted without amendment. 


On Clause 13. 


On motion of Mr. Abbott, it was 


Resolved—That it be recommended that Clause 13 of Bill 338 be revised to | 
read as follows: 


13. (1) The income of a person for a taxation year shall be deemed 
to be not less than his income for the year from his chief source of income. 


(2) The Minister may determine which source of income or sources 
of income combined in 4a taxpayer’s chief source of income for the 
purpose of this section. . 


Clause 13, as amended, was adopted. 


On Clause 16. 

Further consideration was given to the said clause but it was again stood 
over. 
On Clause 22. 

On motion of Mr. Abbott, it was 

Resolved—That the word “and” at the end of paragraph (a) of subsection 


(1)-thereof and paragraph (b) of the same subsection (1) be deleted. 


At 6.00 o’clock p.m. the Committee adjourned to meet again in the evening — 
at 8.30 o’clock p.m. 
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EVENING SITTING 


The Committee resumed at 8.30 o’clock p.m. Mr. Hughes Cleaver, Chair- 
man, presided. 


Members present: Messrs. Abbott, Belzile, Benidickson, Breithaupt, Cleaver, 
Dionne (Beauce), Fraser, Fulton, Gillis, Gour (Russell), Harkness, Hazen, Isnor, 
Jackman, Jaenicke, Macdonnell (Muskoka-Ontario), Marquis, Rinfret, Tim- 
mins. 


In attendance: Hon. D. C. Abbott, Minister of Finance, and the Depart- 
mental officials who are listed in attendance at the afternoon session. 


The Committee resumed the adjourned consideration, clause by clause, of 
Bill No. 338, An Act respecting Income Taxes. 


Hon. D. C. Abbott, assisted by Messrs. Eaton, Jackett, and Gavsie explained 
the various clauses as each were reached. 


Clauses 52 to 55, both inclusive, were adopted without amendment. 


On Clause 56. 

On motion of Mr. Fulton, it was 

Resolved—That clause 56 be amended by inserting after the word “reason” 
in the second line thereof the word “only”. 

Clause 56, as amended, was adopted. 


On Clause 57. 
~ On motion of Mr. Abbott, it was 
Resolved—That paragraph (7) of subsection (1) of clause 57 of Bill 338 
be revised by substituting the following for subparagraph (ii) thereof 
(ii) the members thereof were corporations or associations 
(a) incorporated or organized as credit unions deriving their revenues 
primarily from loans made to members, 
(6) incorporated, organized or registered under provincial co- 
operative legislation or governed by such legislation, or 
(c) incorporated or organized for charitable purposes, or were cor- 
porations or associations no part of the income of which was 
payable to, or otherwise benefited personally, any shareholder or 
member thereof, 
Clause 57, as amended, was adopted with the exception of paragraph (e) 
of subsection (1) thereof which was allowed to stand. 
Clauses 58 to 67, both inclusive, were adopted without amendment. 


On Clause 68 

On motion of Mr. Abbott, 1t was 

Resolved—That it be recommended that ahs (b) of subsection (1) 
of clause 68 of Bill 338 be revised by inserting the words “or within 12 months 
thereafter” after the words ‘“‘within the year” in the first line thereof. 


The following further proposed amendments to clause 68 were read by Mr. 
Jackett: 
Resolved,—That it be recommended that paragraph (e) of subsection 
(4) of clause 68 of Bill 338 be revised to read as follows: 
(e) “payment” includes, 
(i) the issue of a certificate of indebtedness or shares of the 
taxpayer or of a corporation of which the taxpayer is a 
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subsidiary wholly-owned corporation if the taxpayer or that 
corporation has in the year or within 12 months thereafter 
disbursed an amount of money equal to the aggregate face 
value of all certificates or shares so issued in the course of 
redeeming or purchasing certificates of indebtedness or 
shares of the taxpayer or that corporation previously issued, 

(ii) the application by the taxpayer of an amount to a member’s 
liability to the taxpayer (including, without restricting the 
generality of the foregoing, an amount applied on account 
of a loan from a member to the taxpayer and an amount 
applied on account of payment for shares issued to a 
member) pursuant to a by-law of the taxpayer, pursuant 
to statutory authority or at the request of the member, or 

(iii) the amount of a payment or transfer by the taxpayer that, 
under subsection (1) of section 16, is required to be 
included in computing the income of a member ; 


That the following paragraph be added to the said subsection (4); 


(h) “consumer goods or services” means goods or services the cost 
of which was not deductible by the taxpayer in computing the 
income from a business. 


That the paragraphs in the said subsection (4) be rearranged in 
alphabetical order; and 


That subsection (6) of the said clause 68 be revised to read as: 
follows: 


(6) Where a payment has been received by a taxpayer in respect 
of an allocation in proportion to patronage (other than an allocation 
in respect of consumer goods or services), the amount thereof shall be 
included in computing the recipient’s income for the taxation year in which 
the payment was received and, without restricting the generality of the 
foregoing, where a certificate of indebtedness or share was issued to a 
person in respect of an allocation in proportion to patronage, the’ amount 
thereof shall be included in computing the recipient’s income for the 
taxation year in which the certificate or share was received and not in 
computing his income for the year in which the indebtedness was 
subsequently discharged or the share was redeemed. 


After a brief discussion, it was agreed that copies would be prepared to 


be distributed to each member before these further amendments are considered. 


The study of Bill No. 338 was adjourned to the next sitting. 


The Chairman informed the Committee that communications had been 


received from the following: 


1. Letter and brief— 


Messrs. Foster, Hannen, Watt & Stikeman, Montreal, dealing with 
clause 57 (1) (e) of Bill 338. : 


2. Telegrams from— 
Geo. S. Houghman, Esq., 
General Manager, 
Canadian Retail Federation, 
Toronto, Ont. 
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D. L. Morrell, Esq., 

Executive Secretary, 

The Canadian Chamber of Commerce, 
Montreal, P. Q. 


J. S. Duncan, Esq., 

President, 

Massey Harris Company Ltd., 
Toronto, Ont. 


The Winnipeg Chamber of Commerce, 
Winnipeg, Man. 


Bernard Couvrette, Esq., K.C., 
President CWGA, 
Montreal, P. Q. 


R. E. Walker, Esq., 
Provincial Secretary, 

Retail Merchants Association, . 
Saskatoon, Sask. 


all of which referred to clause 68, subsection 4, of the proposed Bill. 


Some discussion followed as to the procedure to be followed at future 
sittings. It was finally agreed that the Committee, at its next sitting, would 
consider only such of the clauses as are not contentious. 


Clauses 51, 68. 117, 119, and 126 will not be considered until the evening 
session, Thursday, June 17th, or at a subsequent sitting, if necessary. 


The Chairman proposed, and it was agreed, that reconsideration of non- 
contentious clauses adopted at the next sitting of the Committee would be 
granted at the request of any member unavoidably absent during the delibera- 
tions of the Committee by reason of the fact that such member was in attendance 
before another important Committee sitting at the same time. 


At 10.00 o’clock p.m. the Committee adjourned to meet again at 3.30 
o’clock p.m., Thursday, June 17, 1948. 


ANTOINE CHASSE, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


House or COMMONS, 
June 16, 1948. 


The Standing Committee on Banking and Commerce met this day at 3.30 
p.m. The Chairman, Mr. Hughes Cleaver, presided. 

The CuairMAN: Order, please, gentlemen. We shall begin with section 27. 
Mr. Macdonnell, have you any questions on section 27? I believe we completed 
this last night, but I am calling it to make sure. 

Section 28? Shall section 28 carry? 

Mr. MacponneE tu: Is this a new section? 

Hon. Mr. Assorr: No, this is an existing section. There is no change in 
this section. There may be some improvements in the wording. 


Mr, Macponnetu: No change at all? 
Hon. Mr. Assotr: No change in substance. 


The CuatrMAN: Shall section 28 carry? 
Carried. 


Section 29? 
Mr. Fraser: Have you had any briefs from any of the insurance com- 
panies on this section, Mr. Chairman? 


Hon. Mr. Aszorr: I have had some, Mr. Fraser, and I think there are no 
important changes in policy here but I think the drafting points which were raised 
by the insurance companies have been substantially met in the revision of the 
Act. So far as the insurance companies are concerned, as I remember it, there 
were some suggestions with respect to the improvement of the language. 

Mr. MacponneLu: Is the language of (c) unchanged? Section (c) reads, 
in part, 

In a case where an amount equal to dividends or portions of dividends 
would be deductible— 

Hon. Mr. Apporr: I think the main change, if I may call it that, Mr. 
Macdonnell, is to spell out in statutory form what has been the practice for 
some time in the Department of National Revenue in assessing Insurance com- 
panies. Of course, as the committee knows, the major portion of the income of 
life insurance companies is not subject to income tax because it goes to policy 
holders. It is only that portion of the income which is distributed to the share- 
holders which is taxed and that is only in the case of companies which are not 
mutual life insurance companies. 

The CHAIRMAN: Section 29 is carried? 

Carried. 3 

Section 30? Shall section 30 carry? 

Carried. 

Section 31 is the one we would all like to amend. Is section 31 carried? 

Carried. | 

Section 32? 

Mr. Macpvonne.u: Before you leave section 31 finally, without comment- 
ing on the first part of it or going through all the subsections, I should like to 
ask whether there are any changes of substance in the language there? 
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Hon. Mr. Aspott: Royalties have been excluded from investment income 
in the case of authors and inventors which is a type of relaxation which will be 
appreciated by the committee: Therefore, that type of income will not be 
subject to the surtax for investment income. 

As arose in connection with another section yesterday, a notch provision has 
been put in to take care of marginal cases instead of the gift to the Crown 
which was a device under the existing Act, subsection (8) on page 24. Those 
are the only changes of any substance. 

Mr. JAckKMAN: May I refer to subsection (2) of section 30 relating to 
taxable income earned in Canada by non-residents. Subsection (2) differs very 
considerably from the ordinary 15 per cent withholding tax which would be 
applicable in most cases, does it not? 

Hon. Mr. Asporr: There is no change in the law. It has been in force 
for some time. 

Mr. JAcKMAN: Take the case of an American, let us say, who wholly owns 
a company in Canada. | 

The CHatRMAN: It is the old section 25 (a), if you want to check it. 

Mr. JAcKMAN: Perhaps section 25 (a) was not to my liking, I do not know. 
I should like to understand it. Why does this differ so radically from the 15 
per cent withholding? I also ask, is a Canadian who owns a corporation in 
the United States treated in the same way by the American tax laws? 

Hon. Mr. Assotr: I might ask Dr. Eaton to give an explanation as to 
why the law is in the form it is. 

Mr. Eaton: The section reads as follows: 

Where one or more non-resident persons rendered services in 
Canada as directors, officers or employees of a corporation carrying on 
business in Canada the majority of the voting shares of which were 
owned or controlled by him— 


and so on. It is a wording to prevent evasion. There is only a 15 per cent tax 
on the dividend coming out of the company. By not taking fees or salaries in 
compensation for his services and instead taking out earnings through the 
dividend route, he could avoid the tax on earned income. If this section were 


not there, he would only pay the 15 per cent tax on dividends going abroad. ° 


Mr. JAcKMAN: As it stands now, then, he is taxed both on the earned income 
and the dividend income he receives from the wholly owned corporation? 

Mr. Jackett: Look at clause 33; you will see he has a tax credit against 
his main income tax. 

Hon. Mr. Assotr: He also takes a tax credit in the foreign jurisdiction for 
either a tax deduction on dividends or taxes paid with respect to earnings in 
Canada. 


Mr. JAcKMAN: Against the amount he would otherwise pay in Canada? 
Hon. Mr. Apsorr: That is right 


The Cuarrman: We are dealing with section 32. 
Carried. 


Mr. Benipicxson: Could that be explained. Does that apply to all 
SaaS aes or only to provinces that are not in agreement with us on taxation 
matters! 


_Hon. Mr. Asporr: This applies in respect of provinces which impose a tax 
on individual incomes. 


_ Mr. Jackman: This means that any province may put on a 5 per cent 
income tax and not cost the taxpayer anything because he gets full credit for it? 
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Hon. Mr. Assporr: The concurring provinces have turned over their rights 
to the personal income tax, but the non-concurring provinces could, as Mr. 
Benidickson intimated, impose the 5 per cent tax and that could be taken as a 
tax credit. Neither Ontario nor Quebec has done so. 


Mr. JacKMAN: I am wondering. They have to know from non-concurring 
provinces whether they want to give that right or not. Does this right come 
from an agreement with the concurring provinces? 


Hon. Mr. Asporr: No, it is merely to enable the non-concurring provinces 
to impose personal income tax if they see fit to do so. As Mr. Ilsley said, when 
he put his proposals to the provinces in July, 1946, they were framed so far as 
possible to enable those provinces which for one reason or another felt it was 
not in their interest to accept it, to do so without their tax position being unduly 
prejudiced. Of course, any province which put on a personal income tax, as you 
have intimated, would, I suppose, be a bit unpopular. Most taxes are unpopular. 


Mr. Brenipicxson: Mr. Jackman referred to the 5 per cent tax. Is that 
on taxable income—the 5 per cent of the actual amount of tax that we would 
impose? 

Hon. Mr. Axsporr: Five per cent of the tax otherwise payable to the 
Dominion. That is the maximum we will allow. 


Mr. Jackman: A twentieth. 

Hon. Mr. Assorr: It would be a Ppoaene 

Mr. Fraser: That would be including the surcharge if there was one? 
Hon. Mr. Aspotr: Yes. 

The CHAIRMAN: Shall section 33 carry? 

Carried. 


Shall section 34 carry? 


Mr. Macponneuu: I would like to ask a question about this section 34. 
Am I correct in understanding the option given in the latter part of that clause, 
the lump sum payments, as I understand it, covers perhaps many years of 
service. JI will read the part I am speaking about: “the payment or payments 
made in a taxation year may, at the option of the taxpayer by whom it is or 
they are received, be deemed not to be income of the taxpayer for the purpose 
of this part, in which case the taxpayer shall pay, in addition to any other tax 
payable for the year, a tax on the payment or aggregate of the payments equal 
to the proportion thereof that the tax payable under this part for the last 
complete taxation year in the employment is of the employee’s income for that 
year.” Does that mean that assuming a man has a salary of $6,000 a year and 
he reaches the end of his employment, and let us say that he got a single pay- 
ment out of his superannuation of $20,000, then he would pay in that one year 
a tax on that equal to the tax which was payable by him on his $6,000 during 
his last year’s full employment? 


Hon. Mr. Anpsotr: That is correct. 

Mr. MAcponnetu: Is not that a hardship? Here is a man who is getting 
$20,000. 

Hon. Mr. Ansort: It is a relief measure. 

Mr. MacponneE tu: [ want to know whether the relief is enough. !Take the 
case of a man in my own illustration who gets $20,000 which, let us say, might 
yield him $1,500 a year for the rest of his life and he would then be liable to 


pay a tax on that equal to the rate which he paid on $6,000 a year, which 
was his full salary when he was in employment. Is that correct? 


Hon. Mr. Assorr: That is right. 
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Mr. Jacxerr: What is known as the effective tax, the actual tax, in your 
example. of $1,000 tax on $6,000 would be 14 of $20,000. 

Mr. MacponneLu: He would not be taxed to anything like that extent 
let us say on $1,500 which he would be receiving, if he was taxed year by year. 

Hon. Mr. Assotr: But he has the capital at the end of it. 

Mr. MacponneELL: I was assuming that he would have an annuity. 

Mr. Eaton: You are comparing the tax on the total amount with what he 
would pay on the yield from that amount? 

Mr. MacponNELLL: I am not sure that I have it right but my understanding 
is that the result of this section is that he would pay a tax on the total amount 
at the rate which he paid on his salary during the last year of full employment. 


Mr. Eaton: That is correct. 
Mr. Macponnetu: That seems to be a great hardship because ex-hypothesy 


his future tax is to be on a much lower rate than 1t was and he is paying on 
what was his highest earning capacity. 


Mr. Cieaver: Is it not at the option of the taxpayer? 


Mr. Macponnetu: That 1s the lesser of two evils. The options left are 
worse. 

Hon. Mr. Assorr: This is a payment in leu of remuneration—it is m lieu 
of superannuation if he gets it in a lump sum. There are various alternatives— 
for instance there was an old system of dividing it over five years. (There is 
unquestionably a large income element in it and this provision was to impose 
a tax on what is entirely income and free from capital as at the rate of his last 
year’s earning. 

Mr. Macponnetu: What does the minister mean by entirely free from 
capital? If my illustration was accepted as a fair illustration he is going to 
pay on the whole thing. 

Hon. Mr. Apsorr: As he would have paid on the whole thing if he had earned 
it over a period of years. 


Mr. Macponnetu: We are talking about a man whose earning capacity 
‘s through and who gets a lump sum, in this case to maintain him for rest 
of his life. 

Hon. Mr. Assorr: Not necessarily. 

Mr. MacponneE.i: That is surely the practical case. 

Hon. Mr. Assorr: No, a ereat many concerns have not worked out pension 
plans and they have old employees and what they do is to give them $5,000 
or $10,000 or $15,000. It is kind of an ad hoc proposition. 


Mr. Macponneti: My argument is even stronger ‘f it is not enough to give © 


him an adequate income. Then I think the hardship is even greater? 


Hon. Mr. Assorr: The presumption 1s he has made provision for himself 
out of other sources. A good many of us are not in lines of business where we 
vet these pensions on 4 lump sum basis. We do not get them in professions 
like mine, we have to provide it ourselves and pay tax upon it ourselves. 


Mr. MacpdoNNELL: May I direct your attention to these words “in the case 
of retirement of an employee in recognition of long service and not made out of 
or under a superannuation fund or plan”. There ‘3 a case where the intention 
surely is that it is an amount which is designed for the most part at any rate 
to provide support for the remaining years. 


Hon. Mr. ABBOTT: If he received it as an annual amount he would have 
to pay income tax on it. | 
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Mr. Macponneutu: That is all I am saying, and he should be treated in 
the same way by paying an approximation to what would be his tax position 
if he had received it over the course of years and was taxed on it year by year. 
Now as I see it he is being taxed at a much higher rate than he otherwise 
would be taxed and what is fair about that? 


Hon. Mr. Assorr: Well with a pension plan, to the extent that it could 
be spread over a period of years—that depends on the plan. 


Mr. MacponnEtu: This does not, this is the case of a single payment. 
Hon. Mr. Assorr: Perhaps Mr. Gavsie could comment on that. 


Mr. Gavsm: If it is a payment out of a superannuation or pension fund 
he would have deducted his payments into the fund from year to year. I think 
there was the suggestion made yesterday that in the case of life insurance 
we allow the premium as a deduction ‘but tax the payment when the risk 
matures. This first case is a case where he would have deducted his annual 
payments into the fund under one of the previous sections. Now he is getting 
a lump sum payment out of the fund, and it is taxed as income. 


Mr. MacponneLu: He should be able to spread it over a period of years, 
surely. 


Mr. Gavsie: If this section were not here this payment would be added 
to his other income. In other words, if he had other income of $10,000 and 
he got $20,000, he would pay a tax on $30,000 if it were not for this section. 


Mr. MacponneELu: I agree, it could be worked that way. 


Mr. Gavste: Under this section he would be taxed separately on the $20,000. 
It would not be added to his otherwise taxable income. 


Mr. IrvinE: Does this not cover the case of Mr. Macdonnell’s illustration? 
Mr. Gavsie: This is a relieving section. 
Hon. Mr. Assorr: Mr. Macdonnell’s point is that it does not go far enough. 


Mr. Macponnetvu: Mr. Gavsie pointed out very properly that it might 
have been worse, but it does relieve him. He might be in a worse position if it 
were not for this section. I still say I do not think it is fair. I think this man 
is being penalized by reason of the fact that he has not been in a position where 
there has been a properly worked out pension plan fund set up where he will 
receive his pension over a course of years and pay tax at the ordinary rate. 
I do not want to make a nuisance out of myself by pressing this matter unduly; 
but it does seem to me that nevertheless you have left him in a very worse situa- 
tion than what he should be in. 

Mr. Beniprcxson: I do not think that is uncommon. Before this law was 
changed in 1946, a provision was put in so that a payment on account of retir- 
ing allowance or pension could ‘be spread over four or five years for taxation 
purposes. I should like to read an extract from a letter which I have before 
me which shows the position of the taxpayer. 

Existing legislation permits a termination payment or a retiring 
allowance to ‘be spread over five years for income tax purposes but 
resolution 27 leaves no option but that the entire sum be taxed in the 
year in which it is received either at the rate for that year or at a rate 
equal to the percentage of tax paid by the taxpayer during his last full 
year of employment. 

We have two specific examples of men about to retire and in both 
eases taxing under proposed resolution 27 will involve a much greater tax 
penalty than under existing law. 

Example “A’—The average rate of tax paid by this man in his 
last full year of employment; namely, 1945, was 373%. When he ceases 
to draw salary from us his income will be reduced by $6,000 a year. 
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If, on his retirement, we decide to pay him one year’s salary he could, 
under existing legislation, spread the payment over five years for tax pur- 
poses and his tax would be negligible. Under resolution 27 a rate of 373% 
would extract $2,250 from the $6,000 at a time when the man can ill 
afford to have his income reduced. 
Hon. Mr. Assorr: It would be perfectly open to the employer to spread 
the payment over four or five years but in many cases the employee prefers 
to get a lump sum payment rather than to have it spread over four or five years, 
no doubt feeling that he would like to have the enjoyment of the larger amount 
in case that he did not live the longer period to have enjoyment of it and the 
benefit would go to his heirs. If the employer sees fit to spread it over four or 
five years it is taxable in the years over which it is spread. An arrangement 
could be made between the employee and the employer to have the lump sum 
payment spread over such periods I have sndicated. The case raised by Mr. 
Benidickson is a good one. It could have been avoided of course, by the 
employer and the employee agreeing that the payments should be made in 
snstalments of so many dollars a year over four or five years. There is nothing 
to prevent that kind of an arrangement in a superannuation fund or anything 
else. 

Mr. Macvonne.u: That being so, what I can’t understand is why do you 
take advantage of cases where that has not been done; and, as Mr. Jackman 
points out, the employee very often has no option in the matter. I wonder if 
the minister would take another look at it? 

Hon. Mr. Agsorr: We will take a look at it next year. It has been looked 
at, I can assure you. 

Mr. MacponneEtu: It should be looked at very carefully. 


Hon. Mr Asporr: I can assure my honourable friend it has received very 
careful consideration. I speak from personal experience. 


The CuarrMAN: Shall section 35 carry? 


Mr. Jackman: On this section 35 as to a person who resides in Canada 150 
days of the year and has residence elsewhere the balance of the time then his 
tax is 150/365ths; is that right? 

Hon. Mr. Apsorr: That is right. This is a relieving provision. We appor- 
tion it in accordance with the number of days. This was put in two years ago 
I believe. 


Mr. Jackman: On the assumption that the man was travelling the rest of 
the time and that he is not subject to any other taxing jurisdiction does this 
still apply? Suppose he tours the rest of the time? 

Hon. Mr. Apporr: I am told he does not have to be taxed on the part he 
earned abroad by the foreign jurisdiction in order to take advantage of this 
provision. : 

Mr. Jackman: And that has reference to all types of income that is earned 
or investment income? 

Hon. Mr. Agpsorr: That is correct, right across the board. 


The CHAIRMAN: Section 36. Carried? 
Carried. 


Section 37. 


Mr. Macponnetu: We had a definition of the phrase “deemed to have 
been” last night, and I thought we had that tacked down. We have that phrase 
here in the fourth line. The section reads: 

| A corporation may deduct from the tax otherwise payable under 
this part for a taxation year during which it was resident in Canada an 
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amount equal to the income tax deemed to have been paid to the govern- 
ment of a country other than Canada. 


and so on. What is meant by those words, “deemed to have been paid”? 

Hon. Mr. Assorr: I think the short explanation of that is that all taxing 
jurisdictions do not tax the same thing in the same way, but perhaps either 
Mr. Gavsie or Mr. Jackett would elaborate on that. 

Mr. Macponnetu: The reason I raise it— 

Hon. Mr. Apssorr: That puts it very shortly though. Different taxing 
systems vary according to the exemptions allowed and that sort of thing. . 

Mr. Macponnetu: In previous cases of the use of the word “deemed” 
it was explained it meant something that had not actually happened but for 
purposes of construction was presumed to have happened. In this case is the 
income tax not actually paid to the government of the other country, and if not 
what is the significance of the word ‘‘deemed”? 

Mr. Jacxerr: Are you looking at paragraph A or B? 

Mr. MacponneE.u: Section 37, line 14. . 

Mr. Jacxert: It is deemed to have been paid to the government of the 
country on the income out of which the dividends are paid. Now, you have a 
tax paid to the foreign country on the foreign corporation’s income, the whole 
income, and the allowance can only be made in respect of the portion of that 
tax that we consider to have been paid on the income out of which we regard 
the dividends as having been paid. The whole thing is flexible because taxes 
are not paid with respect to particular dollars of income. Dividends may not 
have been paid under any income at all for that year. 

Hon. Mr. Assorr: It may have been paid out of previously earned income, 
out of surplus. 


The CHarrRMAN: Is section 37 carried? 
Carried. 


Section 38. Is section 38 carried. 
Carried. 


Section 39. 

Mr. Harkness: In connection with this section, can a farmer elect to go on 
that five-year average plan before the fifth year or does he have to wait until 
the end of the fifth year before he elects? 

Mr. Gavste: There is a first provision which makes the first group of 
averaging four years, and then after that he would elect in any year which would 
cover that year and the previous four years, or a total period of five years. 

Mr. Harkness: I am thinking of the farmer who has never put in an 
income tax return, and he puts in an income tax return this year. Is he able 
to elect when he puts that in to go on the five-year-average? 

Mr. Jacxerr: To elect under this section the farmer has to have filed 
returns for the preceding four years. 

Mr. Harkness: In other words, a man cannot come under this thing until 
he has filed an income tax return for four years? 

Mr. Gavsim: In view of the averaging provision having been put in two or 
three years ago, this coming year will be the first year we have had the four- 
year experience, including 1949. 

Mr. Harkness: Are there any farmers now on the former three-year 
averaging scheme? 

Mr. Gavstr: The first year which would be included in the average would 
be 1946, so you would not have any averaging yet. Under the old legislation 
the first year of averaging was a three-year period and would have been the 
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1948 taxation year. The return would be due next year. It is moved ahead 
one year more, so that the first year of averaging would be 1949 and would 
include 1946, 1947, 1948 and 1949. 


Mr. Harkness: Well, that means that this is not really operative until 1949. 
No averaging is operative until 1949? 

Mr. Gavsre: On an actual basis the average would be for 1949—1946, 1947, 
1948 and 1949. 


Mr. Harkness: The farmer who goes out of business this year cannot vet 
any advantage out of this averaging, can he? | 


Mr. Gavste: He is no longer a farmer. 


Mr. Harkness: Say that he dies, he naturally cannot get any advantage 
and his estate would not get any advantage. | 


Mr. Gavste: If he ceases to be a farmer he would not get any benefit. 


Mr. Harkness: The thing is actually inoperative until 1949 or really until 
1950. 


Mr. Gavstz: The return made in 1950 is for the 1949 taxation year. 


Mr. JAENICKE: Will the farmer be able to average up to that period every 
year? That is the way it was explained to us two years ago. 


Mr. Eaton: Perhaps I might explain that. As originally announced, the 
average was based on a moving average of three years, and you would average 
three years and then in the next year you would pick up a new year and drop 
the old one. Each year you averaged that year with the two previous years. That 
system was found to be very complicated. The new provision is that you may 
average blocks of years, not overlapping. The first will begin with 1946, and 
the next averaging will be the subsequent five-year average. Any farmer may 
start in any time if he has filed a return and average any one year with the 
preceding four years, but he cannot use the same years in the five-year period 
in any other average. It is a block system. Perhaps that is the best way to 
explain it. 

ek Japnicke: He would have to wait five years before he can average 
again 

Mr. Eaton: Yes, that is correct. We have made provision that he may 
still carry forward his losses. A loss in any one of these years can be carried 
back one year or ahead three years. He still retains the privilege of offsetting 
losses of one year against profits of previous or future years. After having had 
that system of carrying backward or forward the losses he may, after a five- 
year period, take that block of years and average his income and if his tax has 
been overpaid then there is a refund coming to him. Under a graduated tax 
the effect of a high year is taken off by averaging with the low years. He may 
Gnd that if he has had a high year under a graduated tax he will have a refund 
coming. 

The CuHarman: May he deduct the difference between his exemption and 
his earnings or just his losses? 

Mr. Eaton: Just his actual losses. 

Mr. JAmNIcKE: Suppose a farmer has a loss for two succeeding years and 
he has an income the third year, can he deduct the loss in the third year? 

Mr. Eaton: He uses up his first year loss first. 

Mr. JABNICKE: Supposing that shows no loss? 

Mr. Eaton: That second loss he has can still be carried forward three 
years in turn, but he uses them up in sequence. Of course, if he has four years 
of losses the loss of the first year cannot be used because there has been no 
income in the three succeeding years to absorb it and the second year of loss 
may still have a third year ahead where it can be used. 
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Mr, Isnor: With regard to the beginning and end of the block period, take, | 
for instance, 1940 to 1945, that is a five-year period: could a fisherman start 
in 1943 and carry it over to 1948 after having computed from the period 1940 
to 1945? 

Mr. Eaton: The first year in which the averaging may commence is 1946. 

Mr. Isnor: I know. I am going to make my next point on the next block 
of five years—1945 to 1950. I will start with my block 1945 to 1950, if you like. 

Hon. Mr. Asgorr: Take 1946 to 1951. 

Mr. Isnor: Can he start on his second or third year a new block? 

_Mr. Eaton: If he has used any one of the five years he cannot use them - 
again. 

Mr. Isnor: Any portion of them again? 

Mr. Eaton: No, not a portion. The blocks may not overlap; they are 
distinct blocks of years. 

Mr. Isnor: Take a fisherman or a farmer—most members are talking about 
farmers so I will talk about fishermen—he is only allowed to compute on your 
basis every five years? | 3 

Mr. Earon: That is correct, with the exception of starting in; in 1949 he 
may take four instead of five. ; 

Hon. Mr. Asporr: We believe it is more generous and better than the moving 


‘three-year average. 


Mr. Isnor: Except you are allowed to go back one year on the other and 

take that into consideration. 
_ Mr. Eaton: That is under the losses carry-over provision. 

Mr. Isnor: He would not want to go back if he could show a large income. 

Mr. Eaton: I was referring to the losses. He still retains the right under 
this averaging to deal with his losses the same as any other taxpayer. He 
averages the result of incomes adjusted after having carried backward or forwar 
the losses, counting any actual year of loss as zero. i 

Hon. Mr. Asporr: Farmers and fishermen, distinct from a good many other 
taxpayers, can take a five-year period, and in common with other taxpayers 
can carry losses backward and forward; but, as I understand it, he has a special 
provision that he takes a five-year block where the rest of us have to take a 
twelve-month block. : 

Mr. Isnor: Except that he must begin at a certain date and close with a 
certain date, and he cannot take any portion of that block and carry it into 
a second one. 

Hon. Mr. Assorr: He cannot use it twice for the purpose of averaging, but 
he can select his period; he can go on 1946, 1947, 1948, 1949, etc. 

Mr. Futon: He cannot stop halfway through and say, “I want to start 
afresh”? | 

Hon. Mr. Assorr: That is right; he cannot do that. 


Mr. Isnor: During the standard profit period 1936 to 1938 we had a 
depression period. Now, it is possible that a fisherman or a farmer might go 
through a depressed period of five years or one of properity, and in that 


~ way he would not be able to enjoy the benefit of this legislation unless it 
_ happened to work along the lines that you have in that particular block. That 


is what I am trying to offset. Instead of confining him to a block of five years 
it should be spread over a period of ten years. I do not want the ten years 
to cover a ten-year period, but rather to allow him to reach back into that first 
period and extend into the second block. I think that is the way the three-year 
period worked. 
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Mr. Eaton: He can elect. The farmer or fisherman need not start in 
averaging on the first year, 1946; he can elect any time to average five years 
if he has not previously used those same years. It is not that there is a block 
of four years that everybody has to take; the man can elect at any time to 
select the year of taxation he will average with the previous four years, provided 
those previous four years have not been used in any other block. 

Mr. Fuuron: Let us say that a fisherman oF 4 farmer decides in 1948 
that he is going to average over the next five years. 

Mr. Jacxett: He does not elect until the fifth year. 

Mr. Futron: He can start now and average back to 1943. 

Hon. Mr. ABBOTT: 1946. 

Mr. Futon: He goes from 1946 to 1951, and he goes in 1949 and averages 
from 1946 to 1949 and then he averages from 1946 to 1950. 

Mr. Eaton: No. In 1949 he can elect to have the year 1949 averaged with 
1948, 1947 and 1946, but he cannot include a year earlier than 1946. 

Mr. Fuuron: In 1950 he can do the five years. Say he wanted to average : 
with 1946, 1947, 1948 and 1949? 

Mr. Earon: Not if he has used those years in any other block. 

Hon. Mr. ABBOTT: He must be taking ‘t for the first time. 

Mr. Eaton: He can have 1950 averaged with 1949, 1948, 1947 and 1946. 

Mr. JamnicKke: He must take 1946; he cannot leave one out? 

Mr: Eaton: He has the option in the frst instance of taking four years, 
subsequently he may not take less than five. 

Mr. Fuuton: In 1951 he starts all over again he has to wait until 1955 
before he can average? 

Mr. Eaton: Correct. 

Hon. Mr. ABBOTT: With the privilege of carrying the losses backward or 
forward. 

Mr. Isnor: Is there any improvement on the three-year period? 


Hon. Mr. ABBOTT: I am informed by those who know that there is quite 
a substantial improvement, but not having the privilege of average myself 


I cannot say. lL think it would be more advantageous to average over five 
years than to have the. three-year moving average. 

Mr. Fraser: How many farmers understand this? 

Hon. Mr. ABBOTT: They will learn. 

Mr. Fraser: It will take them a while, and I hope they are not penalized. 

Hon. Mr. ABBOTT: There is no question of penalization. I say this is a 
special provision which applies only to farmers and fishermen. They can have 
the same treatment as the rest of the taxpayers if they find that simpler. 
Presumably they would not avail themselves of this unless it has a greater 
advantage. For a farmer I think it 1s an advantageous thing for them to do. 

Mr. Fraser: The farmer has not had much education on these matters, 
and I was wondering f it would not be possible for one of the departmental 
heads to get a bunch of farmers together and explain it to them. - 

Mr. Japnicke: Have the Canadian Federation of Agriculture made any 
representations in this respect? 

Hon. Mr. Asport: I do not recall whether they have made any representa- 
tions recently in this respect. In the House honourable members of the committee 
will recall we were persistently urged to establish the five-year average. 


Mr. Fuuron: A moving five-year average. 


BANKING AND COMMERCE 623 


Hon. Mr. Aszorr: Oh, that would be something. 
Mr. Futron: You gave a moving three-year average first. 
Hon. Mr. Assorr: It was the equivalent of four years. 


Mr. Furron: All you have given is the privilege of averaging once 
every five years. 


Hon. Mr. Assorr: The average is bound to be a five-year average whether 
it is a moving average or otherwise. You have to keep reopening returns, and 
the so-called block system, I am told, is about the only way that can be effectively 
worked without introducing complications which even the ignorant farmers Mr. 
Fraser talks about would find it difficult to understand. I do not think they 
are really as ignorant as we pretend they are. 


Mr. Frasmer: They are not ignorant, but this is hard for members of par- 
liament to understand. 


Hon. Mr. Assorr: Of course it. is. This is a technical question. To average 
a thing like that is difficult. But it is attempting to spread an income over a 
five-year period rather than a twelve-month period. One criticism of income 
tax law is that the twelve-month period is not a fair test of a person’s earnings, 
particularly where you are in a risky business, and that is now offset to a con- 
siderable extent by the privilege of carrying losses baékwards or forwards in the 
case of fishermen and farmers and the five-year averaging. 


Mr. Macponnetu: Am I correct in understanding that the moving average 
is in fact a feature of certain taxation systems? Are they used in England? 
I am not speaking of farmers, I am speaking of corporations. 


Mr. Eaton: I believe at one time they had an averaging system in Great 
Britain, but my memory is that they gave it up in 1926. 

Mr. Macpnonnetu: Am I to take it that the moving average is regarded 
by taxation authorities as impossible, because it seems to me that this block 
of five years, if it is the only way, is a great advantage. 


Hon. Mr. Apsort: I am told it is if you combine with it the privilege which 
is given under our Act to carry losses backwards and forwards. There are the 
two things in there. 


Mr. Macponneuu: As I understand it now they work in periods of five 
years and nothing happens until the end of the five years and then you can have 
an accounting with the department and get a refund, or the opposite, I suppose. 


The CHarrMAN: No, it could not be the opposite. 


Mr. Macponneuu: All right, not the opposite; that only happens every 
five years, and now I want to be sure that the alternative does not need to be 
looked at. If your men have studied the matter and are satisfied I am not 
going to set up my opinion against theirs, but I would like to know if that is a 
final view. 


Hon. Mr. Apsorr: All I can say in answer to you is that the officials, both 
of my department and the Department of National Revenue and of Justice 
have spent weeks working on this thing. At one time they thought it looked 
as though it was almost insoluble, but I said nothing could be insoluble, and 
finally this has been evolved. It is due to the combination of the giving of the 
privilege of carrying over losses and averaging income. I will repeat again the 
farmer has the privilege of carrying losses backwards and forwards and at a 
given point may also take an average over a period. 


Mr. Macponnetu: What do you mean by carrying losses backwards and 


_ forwards? Give me an illustration. Perhaps Mr. Eaton might explain it. 


Mr. Eaton: The technique? 
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Mr. MAcDONNELL: It was explained a moment ago. Perhaps other people - 


understand it. 
Mr. Eaton: The taxpaye? may have an income in one year and a loss in 
the next— | 

Mr. BreiruauptT: Does he pay income tax on the first year? 


Mr. Eaton: Yes. The next year he has a loss. He may in that second 
year have that loss apply to wipe out the income of the previous year and get a 
refund. That is open to all taxpayers In business. If the previous year’s income 
is not large enough to absorb the whole of that loss he then may apply it against 
future income for three years afterward so that he has in effect a five year 
period in which if there is a loss it may be applied against a refund. 

Mr. BREITHAUPT: I think that is about the best plan that can be worked 
out. As far as the farmer knowing about it, I asked a question of the Minister 
of National Revenue in the House on the matter, and he explained that the 
farmers had in their possession some 700,000 books in which the explanation 1s 
carried. 


electing the averaging system? Will there be a form or some document upon 
which a farmer or fishermen can elect? 

Mr. Gavsie: There will be a form. 

Hon. Mr. Apsort: If I may add a word, the five year averaging provision 
is new. It 1s coming in this section for the first time and I think the Department 
of National Revenue will have to issue an appropriate amendment to their 
farmers’ income tax euide and prepare new forms to cover the question. 


Mr. Marquis: I have only one other question on the same point. Supposing — 
the farmer does not elect in 1951, he may elect in 1952 for the four years before | 


1952? 
Hon. Mr. ABBOTT: Yes. 


Mr. Prnarp: I see the section clearly says returns must be filed as required. 
If the farmer files his return late does he lose the benefit of this averaging 
system? What is the policy of the department in that connection? 

Mr. JACKEIT: The time for filing the return is of course fixed by the Act, 
but there 1s another section oiving ministerial discretion. The minister has the 
power to extend the time for filing. The wording you refer to was phrased 
so that it would be possible for the minister in a proper case to extend the time 
for filing those returns. 


Mr. Fuuron: May I ask if it is the ‘ntention to incorporate an application 
— form with the farmer’s sncome tax form? The application form will then always 
be available to the farmer without special request. 

Hon. Mr. ABBortT: T am told no decision has been made on that but 
perhaps it might be the desirable method. 

Mr. Fuuron: I think ‘it should be incorporated so that it will always be 
there at the time the return is being made. 

Hon. Mr. ABBOTT: Probably it would be a simple matter to do that. 


Mr. Harkness: | have been trying to ask a question for fifteen minutes. 


In any one of the years in the block which the farmer is going to take as an 


averaging period, is he required to put sn his income tax return on @ cash basis, 


which is the usual thing for farmers’ income tax returns? 


Mr. Gavsin: He follows the regular procedure and if he is on a cash basis 
he continues on a cash basis. 


The CHAIRMAN: If he is on an accrual basis he continues on that basis? 


Mr. Harkness: How does he get on an accrual basis if he is not on it? 
Mr. Gavste: With the approval of the department. 


Mr. Marquis: At the end of the five year period what is the method of 


—- —_ 
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Mr. Jacxerr: Section 14, subsection (1). He must have the concurrence of 
_ the Mimister to change the method of computing his income. 
: - Mr. Harkness: The point I am getting at is the case of a farmer in this 
_ situation. I brought this matter up in the House a few days ago and I spoke 
_ to Dr. Eaton about it afterwards. Take the case of a farmer who last year 
5 thought he was going to make a little money by feeding some steers and he went 
> to the bank and borrowed $15,000 with which to buy the steers and the feed and 
so forth. He sells those steers in 1948 for $17,000 and he made $2,000 on the deal. 
_ Owing to the way he is foreed to make up his income tax return on a cash 
_ basis he is foreed to show income of $17,000 but actually he has only made 
_ $2,000. The way in which he must make up his returns forces him to show income 
of $17,000. | 
Mr. Brapetre: Surely that is not so im the case of bank loans? 
Mr. Harkness: Yes, everything he sells is income. 
The CHammAn: He deducts the cost. 
Mr. Hargness: He does not. : 


Mr. Funton: I suggest the basic herd principle enters into it. The number 
of animals purchased in that way would be set up as a basic herd and when the 
sale was made it would no longer be regarded as income. 

Mr. Harkness: This is not a basic herd. It is the case of purchase of cattle 
for feeding. It is the same thing as a storekeeper buying oats to resell. 

The CHarmMan: Mr. Gavsie will take the floor. 

Mr. Gavste: In the example which you gave he would have charged the 
eost and all the expenses he incurred in acquiring those animals in the previous 
year and he probably would have had a loss in that year, so the next year 
while he would have $17,000 income the amount that he expended during the 
previous year could be offset against that, if he did not have enough income 
im the previous year to take care of his expenses. 

Mr. Harxwness: How is it going to be offset, by carrying the income back? 

Mr. Gavste: If he has a loss— | 

Mr. Harxness: If he has not filed an income tax return in this year 1947, 
which is the ease of most farmers as you know—the majority of farmers have 
not filed income tax returns up to date—what is going to happen to the fellow, 
and what is the situation. 

Hon. Mr. McCann: He will file a return for the back years and carry the 

~ Joss forward. 

Mr. Harkness: That is what I want to get at. Is he allowed in 1948, long 
after the Income tax return is supposed to be filed for 1947 to file that return? | 

Mr. Gavyste: There will be a penalty of course for late (filing. 

Mr. Isnor: I wish to put this case to one of the experts in order to clear 

my mind. Starting with 1946 a farmer or a fisherman shows a deficit; in 1947 

he shows a deficit; in 1948 he shows a deficit; in 1949 he shows a fairly good 

surplus; in 1950 he shows a surplus. He finds that the first surplus and the last 
two deficits just about balance. Is he allowed to say I am not-going to elect 
the first year because it is of no use to-me? Can he come forward and elect 

1947 or 1948 or 1949 and so on instead of 1946? 


Mr. Gavste: Yes. He ean wait until 1951 when he had another income 
sufficient to absorb the two previous losses in order to get the greatest benefit 
from the series. 
Mr. Isnor: That would apply in five years? 
_ Mr. Gavste: Yes. 

Mr. JaENIcKE: Suppose a farmer has a surplus of $3,000 and‘he pays tax 
on it; the next year he has a loss of $1,000; the third year he has a profit of 
iti 


626 STANDING COMMITTEE 


$2,000; the fourth year he has a profit of $4,000; and the last year he has a 
loss again of $1,000. That amounts to $9,000 in the five years with a loss of 
$2,000, and his average would be $1,400 per year. What would happen in that 
case? } 

Mr. Eaton: The first year you say was plus $3,000? 

Mr. JAENICKE: Yes. 

Mr. Eaton: The second year is a minus of $1,000 and right there he can 
carry the $1,000 back again to the $3,000, reducing it to $2,000 and he can get 
a refund. 

Mr. JAENICKE: I see. 

Mr. Earon: That leaves him with a taxable income of $2,000 in the second 
year. The next year he has a plus of $2,000, the next year a plus of $4,000, 
and the next year he has a minus of $1,000. He can carry that last $1,000 back 
~ again to the $4,000 reducing it to $3,000 for taxable purposes and again he will 
receive a refund. Then he has standing for averaging, $2,000, nil, $2,000, $3,000, 
and nil. He adds those figures up, divides by 5 and that is the average income 
for the period. 

Mr. JaenicKr: His average income would be $1,400. Now supposing that 
;s not taxable, he gets back all the tax that he has paid. 

Mr. Eaton: Yes. 3 

The (CHairMAN: Shall the section carry? 

Carried. 


Mr. Fraser: With respect to section 40, subsection (b), in the case of a 
person who has died— 

Mr. Cunaver: Order, gentlemen, it is not fair to the officials. | 

Mr. Fraser: In the case of a person who has died without making the 
return, by his legal representatives within six months from the day of death 
the interest starts at 8 per cent on the day after death. I do not see it in the 
book here but it is on the back of the income tax receipt. Such a requirement 
does not give the executors or trustees time to do anything. I. am thinking 
for instance of the portion due on say 1942 income tax that was not forgiven. 
Mr. Jacxert: I can safely say that there is no provision here requiring 
returns after death apart from the six months provision. me 

Mr. Fraser: I brought the matter up in the House of Commons some 
years ago and it is due the day after death at 8 per cent. 

The CHAIRMAN: That is for the part accrued down to the date of death. 

Mr. Fraser: Yes. 

Hon. Mr. McCann: It is due immediately but not payable for six months. 

Mr. Fraser: It is due the day after and starts the day after at 8 per cent. 
What I am getting at is there should be leeway of six months in order to allow 
the executors or trustees a chance to straighten out the estate and find out what 
the amount is. They would probably like to pay it up immediately after they 
have had a chance to go over the estate. 

Mr. Breiruavret: Your point is that the time should be extended. 

Mr. Fraser: Yes. 


The CyarrmMan: I think Mr. Fraser will get a more satisfactory answer 
if the departmental officials have a chance. Shall the section carry subject 
to the question? 

Carried. 


Shall section 41 carry? 
Carried. 
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Section 42? 


Mr. MaAcponne.u: Subsection (4) (b)—the minister may at any time 
assess tax, interest or penalties and may within six years from the day of an 
original assessment in any other case reassess or make additional assessment— 
if there is no fraud they have got six years which seems to me an awful long 
time to have a thing hanging over a taxpayer. Is that six years really necessary 
where it is not the individual’s mistake? 

The CuamMman: Does it not say “has made any misrepresentation or com- 
mitted ‘any fraud’? 

Mr. JapnicKe: There is no limit in that case. 

Mr. Macponne.tu: I am not suggesting there should be but what I am 
saying is that where the taxpayer is not at fault the department can still come 
back after six years and say it made a mistake. 


Mr. Gavste: It is not the case so much of a mistake; it is the case of some- 
thing coming to light. I do not have anything to do with the administration of 
assessments but I am told it is considered to be not an unreasonable period. 
Experience has shown that that time is necessary. . 

Mr. Macponneuu: If there is some new fact coming to light you might 
safeguard yourself against that but this means you fellows just have S1x 
years space of time where you really do not need to worry. 

Mr. Gavsie: That has been the provision which has existed for quite some 
time. 

Mr. Macponnetu: I imagine with your great amount of work during the 
war it was necessary but is it necessary now? 


Mr. Gavste: It is still necessary. 


Mr. Jannicxe: How far are they behind in their assessments now? I have 
just had my 1945 assessment confirmed a few days ago. 

The CHamRMAN: I am told that it is only a matter of three or four years ago 
that any time limit was inserted at all. This subsection is quite often used by 
people who apply to have their assessment reopened. 


Mr. JACKMAN: No, how soon is the taxpayer closed off? 
Hon. Mr. McCann: One month after assessment. 


The CuarrMAN: This gives power to the minister to reopen. I am told it 
is more often used by the taxpayer than by the department. 


Mr. Rinrret: Do you mean to say, using this section here, the minister 
can give me permission to reopen my assessment? 

The CHAIRMAN: Yes. 

Mr. Isnor: I wonder if you are correct because I have a concrete case. 
I know a chaplain who served overseas. On return to Canada he paid tax for a 
year while in Canada and for that reason did not enjoy what was in fact his 
period of exemption. He later learned that he was entitled to the exemption 
period and he made application for a refund. He did not make application 
until a year after his return had been assessed and he was informed in writing 
that the case could not be reopened twelve months after the case had been . 
assessed. 

The Cuarrman: Did he ask for-a refund or for a reassessment. 

Mr. Isnor: No, he asked for a refund of what he considered to be an over- 
payment on his part. 


The CuarrMan: Did he ask for an assessment or a refund? Obviously he 
would have to get the minister’s consent for a reassessment before he could get 
the refund. 
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Mr. Isnor: I am not in the position to say that but I think he had sense 
enough to ask for permission to make a new return? Could he get a refund 
in a case of that kind? 

The CuatrMan: Is there power in a case of that kind to make a re- 
assessment, Dr. McCann? | 

Hon. Mr. McCann: He could not get a refund without a reassessment. 

The CHAIRMAN: Have you power to make a reassessment? 

Mr. Gavste: In certain cases the minister can make a reassessment. 

The CHairMAN: I would say the power was there. 

Mr. Gavsin: Yes. 

The CHamrMaANn: The power is there to have a reassessment followed by @ 
refund but it is my way of ministerial discretion and a good reason would have 
to be shown. . | 
Mr. Isnor: In view of that answer I shall be able to write to the gentleman 
saying that he should make application for reassessment. 

Mr. Rivrret: It will not be granted. 

Mr. Iswor: Why will it not? 

Mr. Rriyrret: It will not be allowed. 

Mr. Isnor: The chairman has just told me that it would be. I would 
imagine if he is given a reassessment very naturally a refund would be made. 

Mr. Rinrret: It depends on the circumstances. | 
Hon. Mr. McCann: On what basis did he ask for a refund? 

Mr. Isnor: He paid tax while in uniform. 

Hon. Mr. McCann: For what unit was he a chaplain? 

Mr. Isnor: I can give you the name. 

Hon. Mr. McCann: If he was a firefighter chaplain it is a different case. 
Mr. Isnor: No. 

Hon. Mr. McCann: They only received a deduction of one-fifth of their 
pay and allowances where men in the actual forces were not taxable at all 
overseas. 

Mr. Isnor: I will put it in black and white. 

Mr. Rinrrer: Mr. Gavsie, could the word “reassess” in line 29 mean there 
might be a reduction in the assessment? ; 

Mr. Gavsir: If there was a reassessment it might have the effect of reducing 
the liability. 

Mr. Isnor: With respect to 42 (4) (b) which says “within six years from 
the day of an original assessment in any other case”—what is the meaning of 
the words “original assessment”? Is it from the time of the assessment made 
by the income tax people, which might be three years after filing, in which case 
there would be a total of nine years? ; 

Hon. Mr. Asporr: That I think is correct. The time is not related to the 
date of filing the return, but it dates from the time of the assessment by the 
_ department. 

Mr. Isnor: I point it out because a businessman may make a return and 


through no fault of his, but because of overwork of the officials of the department ~ 


in 1944 or 1945, he has not been assessed until three years after filing. Six 
years later they may come back and say he made an incorrect return nine years 
before, and they will review the case. 

Hon. Mr. Aprorr: There would have to be misrepresentation or the com- 
mission of fraud. 

Some Memsers: No, no, no. 


% 
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Hon. Mr. Assorr: I thought you were talking about another instance. I 
would prefer that we leave this matter now. As the committee has been told, 
until a short time ago the thing was wide open and you could go back any 
length of time. 

Mr. Isnor: I just wanted to bring it to your attention because I think 
that nine years for instance is too long. 

Hon. Mr. Asporr: The average time I am told has now been reduced to 
two years. In the case of some corporations with complicated returns it may be 
longer. 

Mr. Macponneuu: Has the minister considered wiettter it would be fair to 
make the six years run from the time of filing the return? 

Hon. Mr. Assorr: I would hate to make a snap decision on that. It has not 
been considered. When this was put in three or four years ago it was felt that 
this was a reasonable position. It has not been reconsidered. I am willing to 
give assurance that we will look at that carefully before the next budget is 
brought in. This is not effective until January, 1949, and perhaps the com- 
mittee would be willing to leave it at that. I will consider it very carefully. 

Mr. Macponneuu: Might I raise one other question which has already been 
mentioned although I think it has not been addressed to the minister, the 
question of interest during all this time. 

Hon. Mr. Assorr: It only runs for 20 months. Under another section of 
the Act interest ceases to run if the assessment has not been made within 20 
months. 

Hon. Mr. McCann: Then after the assessment is made a month after the 
assessment interest continues if it is not paid. 

Hon. Mr. Assotr: There has been a lot of talk about this business of 
interest, but it only runs for 20 months. If the department has not assessed the 
return in 20 months it ceases. 

Mr. Fuxtron: In connection with what the minister has said about the 
matter not having been considered before I would suggest that he read the sub- 
mission made by the Canadian Chartered Accountants Association which men- 
tions this specific problem under section 42, and where a suggestion is made in 
specific terms that the limitation run from the date of the taxpayer filing the 
return. 

Hon. Mr. Asporr: What I meant was no special consideration. 

Mr. Futron: What I am saying now is that in considering it I think they 
put forward a very clear argument and I suggest that be considered. . 

The CHAIRMAN: Section 48. 

Mr. JAckMAN: May I suggest that in the case of the omission of any 
investment income which is not wilful this is a very difficult provision to put in. 
I would therefore suggest that in line 45 after the word “discovered” the words ° 
“to be wilful” should be inserted so that it would read “subsequently discovered 
to be wilful, the taxpayer may be deemed to have received double the amount 
so omitted from the return’, etc. 

Hon. Mr. Assorr: The difficulty of that, of course, is it is very hard to 
look into the mind of the man who omitted to report the income and prove that 
it was wilfully omitted. I would think that it would be more appropriate to 
leave the burden on the taxpayer to show that it was innocent, and that the 
minister should not impose this provision. This is permissive. It is not man- 
datory. 

Mr. JAcKMAN: You cannot bring all these cases up to headquarters. You 
have to have them settled locally, and the local man is not going to take any 
chance of doing something which may not meet with the approbation of his 
superiors at a later date. I am thinking of one case that came to my attention 
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recently of a man who omitted $700 of investment income in a fair sized return 
because he happened to have some securities hypothecated at the bank, and 
the securities were in the name of the bank, that particular block he had, 
and two or three years later the omission was discovered. He has no objection 
to paying the tax. It was purely innocent, but it would be a hardship if he 
had not only to pay the interest, which is a pretty high rate now, but also 
in the judgment of the local assessor to pay double the amount of tax on it. 
As a matter of fact in that particular case | think it would have meant he 
would have had no income from the $700. 

Hon. Mr. Assporr: I have seen some cases of that kind myself. I have 
had one or two of my own where | have inadvertently left out a small amount 
of interest on some little victory bonds which I had forgotten I had, and my 
assessment has been revised, but I never had that penalty imposed. It has 
always ‘been treated as an ‘nnocent omission. The committee might note that 
was before I occupied any official position. 

Mr. MAcponnet_: We are in the opposition. 

Hon. Mr. McCann: That is the way it operates. You make a voluntary 
amendment of your return. This reads, “which 1s, on inquiry by or on behalf 
of the minister or on information received from a person other than the tax- 
payer’ — . 

The Cuatrman: A voluntary correction is not penalized. 

Hon. Mr. McCann: A man makes a voluntary amendment of his return, 
and he is not penalized. 

Mr. Jackman: In the case I mentioned it would have never been discovered 
by the taxpayer. Unless you have a double entry system of books you would 


never know. I think it is a very stringent provision. I think the minister can 
tell pretty well whether a case is wilful nondisclosure or not. 

Hon. Mr. Assorr: He may be able to tell but the taxpayer may not agree 
with him. That: is the trouble. It is permissive with the minister. If the 
minister is satisfied or his officials are satisfied it is not wilful and the return is 
made vountarily— : 

The CuairMAN: This is not a new section. Does any member of the com- 
mittee know of a case where it has been improperly imposed? If not, shall we 
call the section carried? | 

Mr. JannicKe: What happened to this $700 matter of Mr. J ackman’s? 

Me. JackMAN: What happened? They made the regular assessment plus 
interest. 

The CuamrMan: Section 44. 

Mr. Fuuron: I have been trying to catch your attention since the crossfire 
started. It seems to be logical under section 43 that if the minister determines 
or decides:to charge tax on double the income it amounts to a determination 
that the taxpayer has fraudulently or wilfully or intentionally concealed this 
‘mcome. Why not subject the taxpayer to the full penalty for fraudulent 
returns? | : 

Hon. Mr. Assotr: There is a penalty of double tax. 

Mr. Fuuron: It amounts to a decision that it has been wilfully concealed. 

Hon. Mr. McCann: If he is not satisfied he can appeal it and prove it was 
not wilfully concealed. 

Mr. Macponnetu: Is it not true as Mr. Fulton says, that if this discretion 
is exercised it does amount to a decision it was wilfully concealed, and if so 
why not say so? 

Mr. Futron: Why. not subject him -to the full penalty for fraudulent 
returns? | 
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Mr. Macponne.u: Otherwise if it is done this way a man is left under that 
imputation, and I think it might very well be set out right here. } 

Mr. Benipicxson: I do not think this altogether means that you can 
assume it is wilfully concealed. I think it means that a person who is receiving 
that amount of income should be sensible enough to keep books. 

The CHAIRMAN: Do you not think the very fact that section is there will 
encourage people to voluntarily come forward and correct their own error? The 
section has been in force. It is not a new section. If any member of the com- 
mittee knows of any hardship under the section then let him say so Why discuss 
the hypothetical cases that never arise? Is section 43 carried? 3 

Carried. 


Section 44. 


Mr. Harkness: On section 44 what is the situation now with a farmer who 
has a hired man? Is he required— 

Hon. Mr. Ansorr: He is lucky— 

Mr. Harkness: Is he required to withhold whatever he thinks this fellow’s 
income tax might be? Considering that in most cases he has a man hired for a 
very indeterminate period, a month, or two or three or four months, what is his 
position? 

Hon. Mr. Axssorr: I think perhaps Mr. Gavsie might answer that. 

Mr. Gavstm: As long as he has an employee the farmer is the same as every 
other employer. He would be required to withhold the amount. 

Mr. Harkness: I am talking about a farmer who has a hired man for a 
month, we will say. The hired man is a single man and he pays him $100 a 
month. That is what we have to pay in my part of the country at the moment. 
Is he supposed to deduct something from the $100 a month? 

Mr. Gavsie: Yes. 


Mr. Harkness: Nobody does it. If you did it you would not have the man. 
The man would not stay. He would go off to some place else. I have had two. 
men myself and I have not deducted in the case of either of them. 


Hon. Mr. Assorr: Avail yourself of your parliamentary privilege. 


Mr. Harkness: If I had attempted to deduct from them the men would 
not have stayed. 


The CHarirRMAN: Have you been hurt under this if the department have 
been generous on it? 


Mr. Harkness: I do not know whether or not I will be hurt yet. What I am 
trying to get at is if that is the situation when a farmer hires a man for a month 
or two months, or whatever the case may be in the spring or the fall of the 
year, which is the usual thing, and he is supposed to deduct that from him the 
thing is ridiculous. 


Hon. Mr. Aspporr: The farmer is under the same legal obligation as any 
other employer. 

Mr. Harkness: I would propose an amendment there to the effect that 
it should be every person other than a farmer, 

Mr. BrapetreE: Why not say all workers and everybody else? 

Mr. Harkness: As far as the farmer is concerned the thing is not workable. 

The CHatrMAN: I think you will find the department has been very lenient 
in regard to farmers in this connection. If you could draft a section that would 
be fair I would like to see it. I have argued this point until I am sick and 
tired, and my farmers are quite content with the way they are being treated 
under the present section. Why not leave well enough alone? 
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Mr. Harkness: 1 know a number of farmers who are not very happy 
about it. 

The CHatrMAN: ‘They are not deducting it and they are not being assessed. 

Hon. Mr. McCann: Do you know any of them who are deducting? 

Mr. Harkness: I know three men who went out of business because of the 
fact they could not keep, men through trying to deduct it. 

The Cuarrman: Do you know thousands of farmers who are not deducting? 

Mr. Harkness: I do not know anybody who is deducting. 

The CHatrMAN: Carried. 

Mr. Harkness: Just a minute; there is no use carrying it that way. 

Mr. JarnicKE: Does that apply to farm labourers paid by the day? 

Hon. Mr. Assorr: The position is that while farmers get some special 
privileges under the Income Tax Act they are not specially classified 
employers. We have a system of taxes whereby they are deducted at the source 
in the case of employees, and farmers are expected to obey the law and comply 
with the law the same as others. It may be impractical in some cases, I do not 
know, but I am personally very much against making too many special classes 
under income tax law. I think that should be stated and stated plainly. 

Mr. Macponnetu: I think the minister’s statement cannot be argued 
against but on the other hand does the minister not think it is a great pity to 
have sections in the law which are nugatory? 

Hon. Mr. Aspotr: Perhaps the law should be more strictly enforced. That 
is not my department. I do not know whether members are suggesting that 
or not. 

Mr. Harkness: I would submit when there is something in the law which 
is of no effect and which nobody pays any attention to and there is nothing 
done about it, that it is far better to have it out of the law. It just encourages 
law breaking. 


Hon. Mr. Assotr: That is a pretty defeatist argument. 
Mr. Harkness: No, it is not. It encourages law breaking if it is in there. 
Mr. Lesace: (They do not know the law anyway. . 


Mr. Braperre: Most farmers in my constituency know the law. They 
consider themselves to be good Canadians and they want to play the game. 


Mr. Gour: I do believe the farmers know the law just as well as lawyers. 
This law is followed by the farmers and they are willing to do that if there 
are any men to work on the farms because there is too much prosperity in the 
country and manufacturers are paying big wages. Leave it as it is now. Do 
not destroy the farmers. The farmers are willing to pay what they should pay. 


The CHAIRMAN: Section 45. 


Hon. Mr. Asporr: I have an amendment to section 45. This is the section 
which allows farmers to not estimate and pay their tax in advance as a good 
many other taxpayers are obliged to do, and we give similar treatment to 
fishermen in these matters. I have the amendment here, that the clause be 
revised by inserting the words “or fishing” after the word “farming” in the 
second line. Perhaps someone would be kind enough to move that. 


Mr. Isnor: I would be very pleased to move that. 


The CHarrMAN: All those in favour of the amendment? 
Carried. 
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Section 46. 


Mr. Fraser: Under this section it is an amount equal to one-quarter of 
the tax submitted by him. It means one-quarter of the tax-has to be paid 
on March 31st, June 30th, September 30th and December 31st. In that ease the 
forms that the department have out at the present time will have to be changed 
because on the 31st of March you pay 20 per cent, on June 30th, 25 per cent, 
on September 30th, 25 per cent, and on December 31st, 30 per cent. There is 
another thing I want to say. On these quarterly forms under which you pay 
your income tax you send it to the income tax office and you may send money, 
a cheque or even cash. All they do at the income tax office is to put the initials 
“G.K.F.” or something else on it. I have had some of the accountants speak 
to me and suggest there ought to be reom on that for the income tax man to put 
a rubber stamp and then the initials. 

Hon. Mr. McCann: In addition to that we send you a receipt. 

Mr. Fraser: They do now. 

Hon. Mr. McCann: They always have. 

Mr. Fraser: No. 


Hon. Mr. McCann: They send you an official receipt and they send you 
back the form which you sent in. It is checked there and you have a duplicate, 
and the only time you surrender it is on your last payment. 

The CHAIRMAN: Carried. 

Mr. Furron: Is this section new? 

Hon. Mr. Assorr: No, it is the same section. The only change is that the 
old law provides that the first instalment should be 20 per cent, the next two 
instalments 25 per cent, and the last instalment 30 per cent. Now they are equal 
quarterly instalments of 25 per cent. As Mr. Fraser has pointed out it will 
perhaps need a change in the forms for the next year. 

Mr. Futron: I am quite certain that a lot of people do not know anything 
about the obligation on them to pay quarterly. 

Hon. Mr. Apport: As I say it has been the law for a good many years. 
It has been in the law for a long time. I used to have to make my quarterly 
payments. | 

Mr. Futron: Frankly speaking I thought it was optional. 

Hon. Mr. Apsorr: Oh good gracious, no. Originally it was optional but it 
has not been that for five or six years I believe. 

Mr. Trumins: What is the penalty in case a return is not made in accord- 
ance with these quarterly payments? What is the penalty? 

Hon. Mr. Assorr: The interest penalty. 

Mr. Nixon: What is that? 

Hon. Mr. Apporr: Six per cent in the future. 

Mr. Fraser: This section does not come into effect until the 1949 tax? 

Hon. Mr. Aspotr: That is correct, the 1949 taxation period. Quarterly 
payments are now required under the law, but the initial payment is 20 per cent, 
the next two payments are 25 per cent, and the final payment is 30 per cent. 

The CHAIRMAN: Section 47. Carried. 

Carried. 

Section 48. Carried. 

Carried. 

Section 49. 

Mr. JackmMaAN: Is section 49 the one under which we should discuss pen- 
alties? Perhaps section 51 might be a better section. 
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Hon. Mr. Assorr: Section 51 1s the penalty section. 

The CHAIRMAN: Is section 50 carried? 

Mr. Lusace: Under section 51 a person who has failed to make a return— 
‘Mr. Braverte: First of all on section 50 the penalty there was increased 
from 7 per cent to 8 per cent? 

Hon..Mr. Assott: That was done in the budget this year. 

Mr. Braperte: Personally | really believe that 1s one place where it should 
have remained at the old rate or perhaps a lower rate. Personally I know in my 
own constituency there 1s not very much malingering in making their returns or 
trying to pay what they owe to the government, and that kind of penalty seems 
to go a long way. First of all there is the 8 per cent— 

Hon. Mr. Apporr: Six per cent only. 

Mr. Braperte: It is 8 per cent here. 

Hon. Mr. Assorr: It is only 8 per cent from the time they have been 
notified of the assessment and they have 30 days to pay it in. 

Mr. Braperre: How much was it? 

Hon. Mr. Assorr: It used to be 4 and 7, and it is now 6 and 8. 

Mr. Braverte: I believe that is a wrong principle, that the majority of the 
Canadian people cannot agree with that. We all agree there should be some 
penalty but let us take a business firm for one moment. If they tried to do 
that what would happen? I know the government is not a business institution, 
but at the same time they are really dealing with human beings and in many 
cases innocent people have been caught partly by negligence, sometimes by 
circumstances and sometimes due to the under-staffing of the department. There 
are many instances where people have received notices of owing quite a large 
sum of money after three or four years. Immediately they are faced with a 
very great penalty. 

Hon. Mr. Assort: Interest only runs for 20 months. 


Mr. Braperrs: We all realize the amount of work that the department has 
had to do; and I must compliment them that it was at all possible to do what 


they have done, but personally I believe I am voicing the sentiment of my own. 


constituency which I represent that they highly resent that increase in these 
penalties. They see no reason for that. I know that in small businesses or 
larger corporations if they ever tried to apply that principle on defalcations, 


or tried to penalize in that fashion on collection of accounts immediately the 


people would voice a very strong opinion against it. 


Hon. Mr. Assorr: The difficulty has been this. I do not know what the 
situation is in your community, but a rate of 4 per cent is a more favourable rate 
than most business men can borrow without any security in the commercial 
market. I know in my own community of Montreal rather great advantage 
has been taken of that low 4 per cent rate. There have been a good many cases 
where the taxpayer has substantially underpaid, the taxpayer knowing that it 
would -be physically impossible for the assessors to get at the return for perhaps 
18 months or two years. ‘They have borrowed money from the government at 
a very favourable rate of interest, very much more favourable than they could 
get from their own bank. When one man does not pay his tax the money has to 
be found somewhere elsewhere. I reasoned this out in the House, as the com- 
mittee knows, and I do not think that a 6 per cent rate for 20 months and there- 
after no interest is an undue penalty. It is about a one per cent higher rate 
than perhaps a good commercial risk could go out and borrow without special 
security. A lot of people go to the bank today, no doubt, and borrow at 5 per 
cent or even less, but if they borrow at less they have to put up victory bonds 
or something of that nature to secure it. This is to prevent people taking 
advantage of that position to borrow from the government at an exceptionally 
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low rate of interest. It used to be 6 per cent. It was reduced to 4 per cent a 
few years ago and unfortunately we found that the reduction just did not work, 
that people took advantage of it to borrow money at the lower rate. That is 
the reason that it was put into the law. 

Mr. JaentcKe: That is only in cases where people do that intentionally. 
What about the thousands of cases where an honest mistake is made? 


Hon. Mr. Apsorr: Those are usually pretty small and the interest does not 
amount to a large figure. In the case of most business men an unintentional 
mistake on a large amount is rather rare. There may be careless mistakes. One 
of the ways in which it can be most readily effected is to charge expenses 
which the taxpayer knows perfectly well will probably not be allowed, but he 
tries for it anyway hoping he can get away with them and if he does not well, . 
all right, the only penalty is 4 per cent interest, and he can use the money pretty 
advantageously at 4 per cent for a couple of years. That is the way it works out. 


Mr. Bravetre: There is no doubt that it has created hardships for a good 
many of what we may call small people. I am not speaking of large corpora- 
tions, people of wealth or who receive big salaries and so on. There must be 
tens of thousands of cases throughout Canada that would actually suffer under 
that new regulation. Surely it is not intended to be so under the Act because 
after all there is not much malingering in these cases. 


Hon. Mr. Asport: I do not knew what one takes as a small case. I suppose 
a small case would be the case of a man who had underpaid his tax by $300. 
The interest on that would be $18 a year. The maximum interest penalty that 
he could suffer would be $20 odd because it only runs for a year and eight 
months. Therefore the interest might be between $20 and $30 on $300. 


Mr. MacponneE tu: That is a lot of money. 


Hon. Mr. Asporr: Of course it is, but I cannot believe there is any burning 
hardship. The difference between the interest rates would be 2 per cent, or 
$6 or $7. That is about what it boils down to in the case of the $300 under- 
payment. Frankly we are not worried about these small payments of that kind. 
They do not amount to anything. What we are concerned about are the larger 
payments. 


Mr. MacponneELL: What about the 8 per cent? 


Hon. Mr. Assorr: There a man has an opportunity to pay his tax. He 
has got 30 days at the old rate after he has been assessed. He has probably 
had it interest free for perhaps a year. He may yet have it interest free for a 
year. Then he has got another 30 days and then if he does not pay it he is 
charged 8 per cent. 

The CHarrMAn: Mr. Isnor, you wanted to say something? 

Mr. Isnor: I was going to support the minister on general principles. 
We could not adopt the plan suggested of leaving the government without security 
whatsoever. If we go to the bank we have to put up security to satisfy the 
bank. I think 6 per cent is all right. I think Mr. Bradette has a point there. 
The general effect of 8 per cent charged with interest to the Canadian people 
does not help the general picture. I think we should consider that. I do not 
think it amounts to very much. I would be inclined to favour that 8 per cent 
being reduced. I would favour, I think, 5 per cent and 7 per cent at the very 
most. The fact of the matter is I questioned at the time as to whether it was 
good business for the government to put in their Bank Act a 6 per cent legal 
rate and then for the Income Tax Department and other branches of the 
government to come along and say that they are going to charge 8 per cent. 

Hon. Mr. Aszorr: I would not have any objection to leaving the present 
rate of 7 per cent for taxes which are overdue beyond thirty days after assess- 
ment; but I think that a 6 per cent rate is a minimum rate to discourage the 
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type of practice that I have been indicating of people borrowing money from 
the government when they ought to borrow in the ordinary commercial channels 
if they have not got money to pay their bills. 

Mr. JackMAN: May I ask if the government has lost any considerable 
amount of revenue by reason of the fact these underpayments of taxes have been 
subsequently uncollectable? 

The CuatrmMan: Mr. Bradette moves that the rate be reduced from 8 per 
cent to 7 per cent; all those in favour of reducing the rate from 8 per cent to t 
per cent in subsection (1) (b) please indicate? 

Hon. Mr. Assotr: I think, perhaps, Dr. McCann had better move that. 

The CHarrMan: He is not a member of this committee. 

Hon. Mr. Assorr: I will move it myself. 


Mr. Marovts: It is a tax;.it is not a penalty. 
Carried. 


The CHatiRMAN: Section 51: 

Mr. Frazer: Will you have somebody explain (a) of subsection (3): 
“of 1 per cent of the tax payable under this part but, whether he is taxable 
or not, not less than $25 or more than, $100”? 

The CuaAirMAN: That is when he has been definitely required by notice to 
make the return and fails to comply with the request. 

Hon. Mr. Asporr: “But” is the relevant word; “but, whether he is taxable 
or not, not less than $25 or more than $100, or . . ie 


Mr. Frazer: He pays that whether he is taxable or not? 

Hon. Mr. Assott: If he failed to file a return on the prescribed form as 
required by section 40. 

Mr. Frazer: That would apply to individuals’ eligible income, would it? 

Mr. Jackett: Individuals are not required to file returns unless the minister 
requires it. : 

Mr. MacponNnetu: If there is no tax payable how can he pay anything? 

The Cuatrman: Not less than $25. 

Mr. Macponneti: No. I do not think that covers that. 


Hon. Mr. Asporr: The Assistant Deputy Minister of Justice, who is an 
expert draftsman, tells me it does. 


Mr. Lesace: Section 51 reads: “Every person who has failed to make a 
return as and when required by subsection (1) of section 40 is liable to a 
penalty of . . .” and section 119 says: “Byery person who has failed to file 
a return as and when required by or under this Act or a regulation is guilty 
of an offence and, in addition to any penalty otherwise provided, liable on 
summary conviction to a fine of not less than ¢95 for each day of default.” 
The penalty goes as high as $10,000. That is a double penalty. That is a penalty 
which is imposed on a man who has already been fined, and it is contrary, ~ 
I submit respectfully, to the basic principles of our, law. When a man has been 
fined in court he is acquitted and nothing can be done against him according to 
British principles of law. How can the minister two or three months afterwards 
come and say, “All right, you have been fined in court, but that is not sufficient, 
you are going to pay a penalty,” and he fines him a second time. I say that is 
against every principle of our law. I have a clear case. On the 13th of January, 
1948, a man was prosecuted—as a matter of fact, two of my consituents 
were prosecuted for having failed to file a return. It was not T-1, it was T-4. 
They plead guilty and they were fined on the 28th of January. They filed their 
return and they paid all they owed. It was money they were supposed to have 
collected from their employees and which they had not and they had to pay it 
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out of their own pockets. On the 12th of April they received a penalty assess- 
ment notice for $10. I think that is against every basic principle of our law, 
and an amendment should be made to section 51 saying that this does not apply 
when a man has been prosecuted under section 119 and the following 

Mr. Marquis: Mr. Chairman, I wish to add one word. In that particular 
case to which Mr. Lesage has referred, when someone is prosecuted for having 
failed to make his return and pays a fine and he files his return immediately, 
I submit he should not be forced to pay a penalty afterwards. If he does not file 
his return I understand he may be asked to pay a penalty, but he should not be 
faced with a double sentence for the same offence. 

Hon. Mr. Assorr: There is, I think, what is described as a civil penalty 
and a criminal penalty. 

Mr. Gavsie: Practically all revenue laws have a provision—as far as I am 
aware all revenue laws have a similar provision; that is where you may charge 
a person for having committed a criminal offence, a statutory criminal offence, 
and a provision for what is known as a civil penalty. That has been the 
practice all through revenue laws. 

Mr. Lesage: Is it true that under section 51 the minister has nothing to do 
but charge the penalty? | 
Hon. Mr. Assorr: Is there any discretion? 

Mr. Gavsin: Under subsection (3) he can waive it. Subsection (3) says: 
. .unless in the case of an individual the minister has waived it. . .” 
Mr. Lesace: Under subsection (1) can the minister decide that he is not 
going to charge a penalty? 

Hon. Mr. Assorr: It is mandatory. I think it is under subsection (1). 

Mr. Lesace: You think it is mandatory; well, if it is I think we should 
amend the section, because there is nothing more abusive than this section when 
somebody has already been convicted in court. 

Hon. Mr. Asgorr: Of course, there is always the power in the minister to 
ask for a remission under the Consolidated Revenue and Audit Act. That 
requires a special submission, That is only in special cases when the minister 
feels that it should not be collected and he is prepared to make a recommenda- 
tion to Council that it should not be collected. 

Mr. Marquis: But the occasions we have in mind are those where a man 
makes his return after a delay of a few days or a few months and he is obliged 
to pay a fine. We submit that he should not be called upon to pay another 
fine or pay another amount as an additional penalty. 

Hon. Mr. Assorr: Is it not a fact that in most cases the only penalty that 
is exacted is what Mr. Gavsie has described as a civil penalty that is the $5 
or the 5 per cent of the tax; and it is only in rather flagrant cases that a matter 
is taken to the court and a complaint is laid? That has been my understanding 
of the practice, that it has only been in cases where it is felt there has been a 
deliberate attempt to get out of paying the tax liability. That I think is true. 

Mr. Lesace: He is prosecuted for having failed to make his return. He 
pleads guilty and files his return and he pays the fine. 

Hon. Mr. McCann: He pleads guilty of not remitting the money. 

Mr. Lesace: No, I have a letter which says that is not the case. It is signed 
by Mr. McFarlane. 

Hon. Mr. McCann: What was the prosecution for? 

Mr. Lesace: The letter is in French, but I will translate it. “We acknowl- 
edge receipt of your letter of the 3rd of April, 1948. Please take notice that 
the fine paid by the above mentioned was imposed for a delay because he was 
late in filing his T-4 under section 41 and that the penalty assessment notice 
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for $10 was issued according to section 77 for being late in producing the same 
declaration.” What do you think of a man receiving this letter under the laws 
of our country? 


Hon. Mr. Assorr: I am told there may be exceptional cases and that these 
so-called criminal proceedings are not taken until at least two or three written 
requests to file a return have been made. Mr. Scully, the deputy minister, tells 


me that a man gets three notices to file his return before any proceedings are 
taken. ! 


Mr. Lausace: All right; but he is not more guilty for that. When a man has 
been already convicted how can you 8° three months later and charge him $10 
as a penalty for the same offence? 


Hon. Mr. Assort: If he complied with one of the three written requests to 
file a return, as he is required to do under the law, he pays the penalty, but he 
pays no other penalty and he ss not taken into court. It is only because there 
is presumably a deliberate refusal to comply with the provisions of the law 
when he has been notified to do so that the other section comes into effect. I 
have no practical experience in it myself. [am told that-is the way it works. 

Mr. Lesace: Sir, you are a lawyer yourself, and I am sure you will admit 
that for ordinary people it 1s snconceivable that they should have to pay two 
fines for the same delay. 

Hon. Mr. Apsotr: One is a penalty in the nature of not filing a return; 
the other is paying the tax that is due—a semi-criminal penalty on a com- 
plaint made in court. 

Mr. Lesace: In French, sir, the words are the same, amende et penalite. 


Hon. Mr. Assott: There is always the case of the man condemned to pay 
civil damages and also condemned to pay a fine in a criminal cause. 

Mr. Lesace: That is different, sir, because the cause is not the same. I 
think, Mr. Abbott, you will agree that this is completely different. 


Hon. Mr. ABBOTT: There is a difference. 


Mr. Marguis: I think there is a misunderstanding of the point. Perhaps 
there are some cases where a man may be called to pay a penalty. Take the 
case of a farmer or a workman or a small business man who has failed to make 
his return before the end of April, and in the month of May or June he is 
prosecuted because he has not filed his return and he goes before a court at, say, 
Riviere du Loup, and the magistrate fines him an amount of $25 for one day of 
delay and the magistrate tells him to file his return, and afterwards he is 
sentenced. I do not see how another amount could be asked of that man because 
he has not made his return in due time. 


Mr. Lesace: I am going to move, an amendment. 


Hon. Mr. McCann: He is fined by the court for not filing, but when 1% 
comes into the income tax office he 1s not fined, he is penalized for not filing. 


Hon. Mr. Assorr: Nobody can be really penalized here if he complies with 
the demand made to file a return. 


Mr. Lesace: Nobody will be convicted in court if he has done nothing, but 
once he has been convicted he has certain rights. That is a principle of law. I 
do not think that because this is the Department of National Revenue we should 
depart from the old principles of law which we have respected for so long. 


Hon. Mr. Assorr: Perhaps we might let the matter stand and I will discuss 
it with the officials. The reason I suggest that course is that I do not care now 
to change a section which has been in income tax law since its inception, and 
which I am told is in the American law and the British law, without giving it 


some more extended consideration than I have given it up to the present time 


_ BANKING AND COMMERCE 639 


Mr. Lesace: At least I’ would like to have something to cover cases of 
abuse and hardship like the case I have mentioned. In that case they were 
prosecuted in court for being late and a penalty was imposed for the same thing. 

Hon. Mr. Assorr: Suppose we let it stand and I will return to it this 
evening. 

Mr. Marauts: I would move that the second penalty be nemeyed and leave 
only the fine, because I think it is not a source of revenue; it is only a way of 
punishing somebody. I will move that if I am in order. 

Mr. LesAce: Yes, it is in order; there is no doubt about it. 

Hon. Mr. Assort: It may be in order, but I have yet to consider it to see 
if we can accept the amendment, to see if we can meet the demand. These are 
sections of long standing in the Act, and I do not wish to put them out on a snap 
amendment. I think the section should be allowed to stand. 

Mr. Benipicxson: I think the minister should be able to give us his opinion 
oe Mr. Lesage is present. 

‘ Hon. Mr. Apsorr: We will not bring the section up until Mr. Marquis or 
Mr. Lesage are able to be here. 


Mr. Lesacr: May I say this does not only apply to section 51, sir, it applies 
to other sections. There are penalties under another section, section 117, and 
there may be some others. 


Mr. Futon: If this section is going to be aligned to stand, there is another 
point. that, perhaps the minister could take up with the officials or explain it to 
me now, because it seems to me there is a degree of indefiniteness in subsection 
(2). Subsection (2) reads: “Every person who has failed to file a return as 
required by subsection (3) of section 40 is liable to a penalty of $10 for each 
day of default but not exceeding $50.” If you turn to subsection 3 of section 40 
you find that the provision is that every administrator of the property, business, 
etc., “of a person who has not filed a return for a taxation year as required by 
this section shall file a return in prescribed form of that person’s income for 
that year.” 

A person whose estate is being administered should have filed a return by 
April 30 of next year. It does not say in subsection 3 of section 40 that the 
person administering the estate must file it by April 30. Liability is imposed . 
on him the day he takes over. Therefore it is not possible to determine, as I see 
it, when he is going to be in default. How do you determine that? 


Hon. Mr. Assorr: I think you may have picked out a flaw there. Your 
point is how does one establish the date of default, the start of default? 


Mr. Futron: For instance, if a taxpayer should not file his returns by 
April 30 and he then becomes bankrupt or a lunatic and the administrator is 
not appointed until June 1 is he already 60 days in default or 31 days in default? 


Hon. Mr. Assorr: I am glad you brought up that point. If we may let 
the section stand we will have a look at it, too, when we are taking up Mr. 
Lesage’s and Mr. Marquis’ point. 

Mr. Benrpickson: If we are letting this section stand it brings to my mind 
the fact we have let other sections stand. We are getting on to the end of the 
statute. I know this section is to be brought up at the convenience of two 
members, but we also have people here who are interested in earlier sections 
that have been allowed to stand. I wonder if we could follow the policy of taking 
up those sections as early as the department is able to give a decision. 

The Vice-CHarmrMAN: The first section allowed to stand was section 8. 


Hon. Mr. Assorr: I had thought we might deal with the amendments later. 
I know there are some sections in which some people are interested. Perhaps 
we might deal with those between now and 6 o’clock. The proposed amendment 
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to section 8 is that the words in subsection 2 of clause 8 of bill 338 “shall be 
sncluded in computing the income of the shareholder for the year” be deleted - 


and the following substituted therefor: “shall be deemed to have been received 
by the shareholder as a dividend in the year.” That was the point raised by 
Mr. Jackman, and I think that covers his point. That is the amendment to 
subsection 2 of clause 8. | 

Mr. Jackman: What is the amendment? 

Hon. Mr. Aspott: The amendment will be to strike out the words “shall be 
included in computing the income of the shareholder for the year: 


Mr. MacponneLu: What line is that? 


Hon. Mr. Assorr: Line 97—-and substituting therefor “shall be deemed 
to have been received by the shareholder as a dividend in the year.” 

Mr. Isnor: What does that mean? - 

Hon. Mr. Assorr: Dr. Eaton will explain the point. 

Mr. Eaton: A question was raised on subsection 2 of section 8 as to whether 
that section would not penalize legitimate loans where were intercompany loans 
between a subsidiary and the parent. The way this rewording fixes that or 
relieves the penalty is that ‘nstead of deeming it to be income it is deemed to 
be a dividend. A dividend from one company to another is not taxable in the 
hands of the receiving company. Therefore the parent company is not penalized 
by this being deemed to be a dividend. If it was deemed to be income it would 
be taxable income, but being deemed to be a dividend, and being a dividend 
from one company to another, it is not taxable in the hands of the receiving 
company. 

Mr. Jackman: I wonder if that really hits the case I had in mind. ‘Take 
the case where you have two companies in the same office that have the same 
management. One company happens to be a shareholder of the other company 
but by no means is the first company a subsidiary of the second shareholding 
company. ‘The second company happens to borrow some money from the 
first company on a temporary loan. Obviously if that were treated as a dividend 
to the second company it being a dividend passing from one to another— 

Hon. Mr. Apsorr: It is only for taxation purposes. It can enter it on 
its books the way it wants to. Merely for Income Tax Act purposes it is assumed 
to be a dividend and would therefore not be taxable—by any company. 

Mr. Isnor: If you substitute the word “individual” for “company” and do 
not deal with a subidiary company would it be in order under this amendment 
for a company to pay a dividend and that dividend to remain on deposit with 
the parent company? 

Hon. Mr. Aspott: Quite, provided the person entitled to the dividend was 
willing it should so remain. If 1 am a shareholder in a private company I can 
declare a dividend and then say to the company, “Do not pay it to me. Hold it 
on deposit.” ; 

Mr. Isnor: And build up a reserve? 

Hon. Mr. Assorr: That is right. 


Mr. Isnor: Without taxation? 


Hon. Mr. Assorr: That would then be taxed. In effect it would be a loan 


to the company by the shareholders. 


Mr. Isnor: It appears to me that the department is borrowing trouble, and 
also giving a benefit that certainly none of us are in a position to have if 
shareholders allow their dividends to remain on deposit or in reverse to be used 
as capital to further their business as against taxpayers? 
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Hon. Mr. Asporr: You have to pay taxes on them. If a dividend is declared 
_ to the individual taxpayer then he pays his tax on it. He may turn it back to 
the company if he wishes. This is a section designed to prevent evasion. Let 
us take the case of a private company owned by one man with the exception 
of the directors’ qualifying shares. He does not want to declare a dividend 
because it goes into his personal income and he would have to pay tax. He 
r) would like to use the money for a year or so for personal purposes. The law 
says if he does that it is deemed to be a dividend, whatever he calls it. He 
has got to include it for taxation purposes in his own personal income. There 
is nothing to prevent him if he wishes to declare a dividend to himself and pay 

_ taxes on it and then turn the remainder back to his company. 
Mr. Isnor: It is the same as an individual business man reinvesting or 
~ allowing the surplus to remain in his business, but on that increased amount we 

must pay taxes? 


Hon. Mr. Asport: [That is right. 
a Mr. Isnor: Does the same thing apply there? That is my question. It 


does? 

| Hon. Mr. Azsorr: Yes, it does. 
Mr. Isnor: That is clear? 

Hon. Mr. Asporr: Yes. 


Mr. Macponnetu: The minister was going to consider a point I raised 
yesterday with regard to subsection (a) of section 2. 


Hon. Mr. Assorr: What is that? 


Mr. Macponneuu: I raised a question with regard to subsection (a) of 
section 2 where it says “unless the loan was made in the ordinary course of its 
business and the lending of money was part of its ordinary business”. I mentioned 
that was highly restrictive. 


Hon. Mr. Assorr: This is pretty carefully considered. I have considered 
it over a long period of years. Loans from companies to their shareholders are 
generally speaking illegal. That is pretty much the general principle. Certainly 
loans to directors are objectionable. It is against the law there, and in the 
case of income tax law it has been the practice for a long time that unless the 
company is in the business of lending money, such as a bank or trust company 

or loan company, that if it lends money to shareholders it must be for the 
purposes set out in the section here, that is, to enable an officer or servant of the 
corporation or assist him to purchase or erect a dwelling—that is a new relaxa- 
tion—or to assist him in purchasing fully paid up shares of the corporation. 

Mr. Macponnetu: But I still do not understand why you wish to prevent a 
bona fide case of one company making a loan to another company even though 
it is to another company which is a shareholder. What is the objection to that? 

Hon. Mr. Assorr: Because that might be an indirect way of getting your 
capital out of the company except by reduction of capital. The capital of the 
corporation is supposed to be there to protect creditors and shareholders. Share- 
holders come first. That is why the general rule about making loans to share- 

f) holders is there. 

Mr. Macponnewu: Surely you are not getting rid of capital by making ‘a 

loan? 


Hon. Mr. Asporr: The amendment which we have just made takes care of 
the corporate shareholders. There it is deemed to be a dividend. In the case 
of the individual shareholder it must be for special purposes. 
| Mr. Macponnetu: It need not be a dividend but still it 1s limited. If you 
_ are taking care of it in that way why it is still under the limitation of (a). 
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Mr. Gavste: I think perhaps you are misreading paragraphs (a) (b) and 
(c). Tf itis made in those cases it 1s not deemed to be a dividend. If a loan 
;s made to a shareholder by a company whose ordinary business is lending money 
then it is not deemed to be a dividend, or if it 1s made for the purposes mentioned 
in (b) and (c). If it is made by a corporation to a corporate shareholder and 
the corporation lending the money is not in the ordinary business of lending 
money it is deemed to be a dividend, and dividends from company to company 
are not taxable. 

Hon. Mr. Asporr: Of course, the loan to the corporate shareholder could 
only be to the extent that the company had on hand undistributed income avail- 
able for dividends. ‘The loan could not be made out of capital. 

Mr. Jaentcxe: I should like to ask one more question on section 8. Does 
that include patronage dividends of a co-operative? | 

Hon. Mr. Apsorr: We have got special provision for that in section 68. 
There is an amendment to be brought in which expressly covers that. 

Mr. Japnicke: The amendment will except the co-operative out of this 
section? 

Hon. Mr. Assorr: Yes. The special section deals with co-operatives, not 
this section. 

Mr, Jannicke: The amendment will except co-operatives out of this section? 

Hon. Mr. Asport: Yes. 

Mr. Isnor: That raises a point I had in mind. I did not know that you 
were going to have an amendment. We will deal with that in section 68? 

Hon. Mr. Assort: I do not know that the amendment directly relates to 
this section. | ; | 

Mr. Isnor: I say you are borrowing trouble there. 

Hon. Mr. Assott: We may discuss that when we come to 68. 

The VicE-CHAIRMAN: Carried. Section 11 (1) (a). 


Mr. JacKMAN: Before we go on to that I do not think this amendment 
covers the case I mentioned which is probably rather an unusual case and one 
which should probably never cause a sreat deal of trouble, but it 1s a technical 
subject, a loan from one company to the other. First of all this section comes 
under computation of income. Is that the section which decides what constitutes 
your income? For instance, if a company received dividends from another - 
company is that part of your ‘ncome under this section? 

Mr. Eaton: It is a part of your income but the deduction will be in 
respect of dividends from other companies. 

Mr. JacKMAN: It is a part of your income in computing it. Then you would 
not be taxed under the original wording here because there is no tax on that 
anyway, it being a dividend from another company. , 

Hon. Mr. Assorr: Under the original wording it was not a dividend; it was 
declared to be income and therefore taxable. By virtue of the amendment it 
would be in effect created tax exempt income as between corporations. I think 
your case 1s taken care of. | | 


Mr. Jackman: There is only one small point that I will not trouble you 
with as to assessing the cost of operation as between non-taxable income and 
taxable income. This does throw the balance in favour of the non-taxable 
income, but I will not go into that now. 

Hon. Mr. Assort: I am afraid that cannot be corrected. 

The Vice-CHAIRMAN: Section 11 (1) (4). 


Hon. Mr. Apporr: This section is one which I asked to have stand in order 
to give consideration to an amendment to 11(1) (a) and (b) which are read 
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together. These relate, of course, to depletion. The amendment which I pro- 
pose is with respect to 11(1) (b) which now reads: 
Such amount as an allowance in respect of a coal mine or an oil or 
gas well, if any, as is allowed to the owner by regulation. 


That was the point raised by Mr. Bradette and others yesterday. The amend- 
ment would be to replace (b) and substitute the following: 
Such amount as an allowance in respect of an oil or gas well, mine 
or timber limit, if any, as is allowed to the taxpayer by regulation. 


In other words, it adds mine or timber limit. Those are the ones which are now 
allowed depletion on the percentage basis. : 

Mr. Jackman: In other words, this makes no change in the present 
practice? 

Hon. Mr. Asporr: That is correct. I never felt it was really necessary to 
spell it out in that way, but representations were made that it should be done, 
and I am quite willing to agree to do that. 

Mr. Marquis: You add those words after “gas well’? 

Hon. Mr. Ansorr: Yes, the amendment is to add after “gas well” the words 
“mine or timber limit.” 

The Vice-Cuairman: And to strike out the words “a coal mine.” 

Hon. Mr. Assorr: That is right. You do not need “coal mine.” Therefore 
the section will read: 

Such amount as an allowance in respect of an oil or gas well, mine 
or timber limit, if any, as is allowed to the taxpayer by regulation. 


In subsection (2) of the section there is a consequential amendment. Sub- 
section (2) should be replaced and the new subsection will read: 

There may be deducted in computing the income of a shareholder 

from shares in a corporation whose income is from the operation of an 

oil or gas well or mine such amount, if any, as is allowed by regulation. 


Mr. Fuuron: Or timber limit? 

Hon. Mr. Assorr: Timber limit does not come in here because they have 
never had it. We are confirming existing practice. Subsection (2) is the share- 
holder’s allowance and this other consequential amendment is the lessee’s share 
of certain allowances. The amendment to subsection 3 will read: 

Where a deduction is allowed under paragraph (b) of section 1 in 
respect of an oil or gas well, mine or timber limit operated by a lessee, 
the lessor and lessee may agree as to what portion of the allowance each 
may deduct and, in the event that they cannot agree, the minister may 
fix the portions. 

What is being done as a result of this amendment is to spell out in the statute 
what in fact is being allowed and has been allowed for some time in practice 
by the Department of National Revenue under the general depletion sections 
of the Act. As I say I think the general language was quite sufficient before, 
but if anybody is worried about it there is no particular objection to spelling 
it out, and that is what we are doing. 

The VicB-CHAIRMAN: Shall the section, as amended, carry? 

Carried. 

The next section was section 12 (1) (b). 

Hon. Mr. Apporr: That was for an explanation. I think that was given. 

Mr. Futron: No. I am not in a great hurry. 

Mr. Gavstm: We are considering the point you made. Our experts happen 
to be out of town. 
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Mr. Fuuton: I am in no great hurry. 3 

Hon. Mr. Aspotr: Could we allow that section to pass? 

Mr. Fuuron: You can allow it to pass with the exception of (b). 

Hon. Mr. Assorr: The only trouble is Mr. Gavsie says his experts are out 
of town. When will you have their explanation? 

Mr. Gavsie: We have a draft directive which you have seen. We are 
considering the point that you have made in finalizing this draft directive. It 
will not change the provisions of the section. It is a question of the direction 
that is being made pursuant to the section, and if any change is made it will be 
made in the directive, so.it does not affect the wording of the section. 

Hon. Mr. Apsorr: You were concerned about the basic herd matter? 

Mr. Fuuron: Yes. 

Hon. Mr. Apporr: The language of the section is broad enough to allow 
the basic herd problem to be handled in any way it should be. It is not a 


question of spelling out in the statute how the so-called basic herd matter Is 


handled. It is a question of what is income. 

Mr. Fuuron: There is just one point. Under the directive it is provided 
that there can be no special allowance for capital loss of a herd resulting from 
disease or disaster. If the directive 1s changed then that will ‘be quite satis- 
factory, or if any modification of that position in the directive is made, but if 
it were not I would ask that consideration be given to the working out of 
depreciation allowance for basic herds. | 

Hon. Mr. Axssorr: It still would be on the wide regulatory power con- 
tained in the Act. Questions of depreciation and depletion are left to be fixed 
by regulation. It is not spelled out in the Act. It cannot be spelled out in the 
Act. The whole principle that we have been discussing under the immediately 
preceding section, under 11 (a), is “such part of the capital cost to the taxpayer 
of property, or such amount in respect of the capital cost to the taxpayer of 
property, if any, as 1s allowed by regulation.” 

Depreciation, depletion, exhaustion, all those items are capital items, but I 
think it was agreed by most of the groups with whom it was dsicussed that it is 
not possible to spell out a particular case in the Act. These are being worked 
out by regulation. That is what Mr. Gavsie refers to. Fe 

Mr. Fuiton: The point I made is understood by the officials, the point 
I made in that respect? 

Mr. Gavsie: Yes, we understand it. 

Hon. Mr. Assorr: The law is quite broad enough to enable your con- 
tention to be implemented if it is proper to do so. 

The CHairMAN: Shall the section carry? 

Carried. : 


Section. 13. 
Hon. Mr. Apporr: Section 13 (1); there is an amendment here. This was 


the section where I suggested that I thought in the interest of the taxpayer it 
would be wise to reinstate the ministerial discretion, and I think it was the 
feeling of the committee that that might be done. I am prepared to move that 


this section be replaced by the following: 


13 (1) The income of a person for a taxation year shall be deemed 


to be not less than his income for the year from his chief source of income. 


(2) The minister may determine which source of income or sources - 


of income combined is a taxpayer’s chief source of income for the purpose 
of this section. 


The CuairMAN: Shall the amendment carry? 
Carried. 
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Section 16 (2): . 

Hon. Mr. Asporr: That was to stand for some explanation. This is Mr. 
Macdonnell’s point. I think it was due more to a misunderstanding. What 
happens is this—Mr. Eaton, perhaps you had better explain it. 

The Cuairman: It is 22 (1). 


Hon. Mr, Apporr: 22 had to do with transfers to persons under nineteen 
years of age, and the question was whether or not we should leave both (a) and 
(6). It now reads: “. . . unless (a) the transferee has before the end of the 
year attained the age of nineteen years, and (b) it is established by the trans- 
feror that the transfer was not made for the purpose of avoiding income tax”. 

I suggest an amendment that it simply be restricted to (a): “. . . unless 
the transferee has before the end of the year attained the age of nineteen years.” 

Transfers to persons under nineteen years of age are subject to tax in-the 
hands of the transferors; after the age of nineteen it would be in the hands 
of the transferee. | 

The CuatrMan: Shall section 22 as amended carry? 

Carried. 


The committee adjourned to meet again this afternoon at 4.00 o’clock. 


EVENING SESSION 


The committee resumed at 8.30 p.m. The Vice-Chairman, Mr. E. Rinfret, 
in the chair. 


The Vich-CHAIRMAN: Gentlemen, we have a quorum. Shall we first go back 
to section 16 (2) which was held in suspense while Mr. Macdonnell was away? 

Hon. Mr. Assorr: There is going to be some explanation of that, I think. 
Mr. Jackett can, perhaps, give a word of explanation on section 16, sub- 
section (2). 3 

Mr. Jackett: The purpose of this provision is to try to spell out what 
we thought was intended by the provisions that you find in at least one, if not 
more, places in the Act which speak about incomes that have been. received, 
whether or not they are distributed or divided in the year. You have revenues 
from property held jointly which may be received by one of the joint owners 
or by an agent or trustee for the joint owners and they are not divided or 
distributed in the year. Nevertheless, they should come into the taxpayer’s 
income for that year. He should not be able to adjust his income as between 
years by leaving those revenues in the hands of someone else. I do not think 
the subsection does any more than that. 


(Mr. Cleaver took the chair). 


Mr. Macponneitu: Well, that does not seem to me to meet the point 
which I raised the other day. Actually, a man might be taxed in the year on 
income which might never come into his hands. He could not get redress 
because he could not come along and say he never got, it. 

Mr. Jackerr: The section does not apply at all unless somebody got it 
for him. He has control over it. 

Hon. Mr. Azsporr: If a payment is due to Jones and Brown and it is paid 
to Jones but, for some reason or another Brown is not paid his share at that 
time, it is deemed to have been paid to Brown at the same time it is paid to 
Jones. 

Mr. Macponnetu: It Says, 


Notwithstanding that there was no distribution or division thereof 
in that year. 
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Hon. Mr. Assotr: That is, as between Jones and Brown. It is covered in the 
preceding phrase. 

A payment or transfer in a taxation year of money, rights or things 
made to the taxpayer or some other person for the benefit of.the tax- 
payer and other persons jointly or a profit made by the taxpayer and 
other persons jointly in a taxation year shall be deemed to have been 
received by the taxpayer—ete. 


I think it is all right, Mr. Macdonnell. 

The CuairMaNn: Shall the section carry? 
| Mr. Fuuron: Just a moment; | just want to be sure—perhaps I could 
ask the minister a direct question as to the recommendation— 

Hon. Mr. Assotr: Which section are we talking about? 

Mr. Fuuron: Section 16. 

Hon. Mr, Assott: It is section 16, subsection (2) which we are discussing. 

Mr. Futron: I want to know whether the weakness pointed out by the 
Chartered Accountants’ Association has been met in this new bill? : 

Hon. Mr. Assorr: What was their recommendation, Mr. Fulton? 

Mr. Fuuron: I apologize, Mr. Chairman, their recommendation deals with 
section 16, subsection (1). 

Hon. Mr. Assott: That was passed the other day, but perhaps we might 
answer your question just the same. 

Mr. Jackett: What page is it? ; 

Mr. Futon: It is section 16, subsection (1) which was carried. We do 
not need to go back. | 

The CHairMAN: Shall the section carry? 

Carried. 


Mr. BrerrHaupT: Have we finalized section 16, subsection (2) now? 
Hon. Mr. Aspott: Yes; that was held for Mr. Macdonnell. 

Mr. Brerrnauet: We are now at section 51? 

Hon. Mr. Assotr: Section 51 stands. We are now at section 52. 

The CuairMAN: Shall section 52 carry? 


Mr. Jackman: May I ask a question on this which probably has more to 
do with departmental administration? This was a case where a taxpayer had 
omitted to include in his 1946 return some dividends which did not come to hin: 
directly. Eventually, the department caught up with him, of course. The 
taxpayer, however, had been in the habit of overpaying his taxes because he was 
never certain what they would be. He had a credit in 1947, at the time the 
assessment was made. He delayed, therefore, paying the additional assesment 
and did not worry about paying the interest running against him because he 
thought there would be no interest. 

Finally, a second notice came along and said, “We presume you wish to: 
settle this amicably.” By that time, the taxpayer thought he ought to answer 
the letter. ‘Therefore, he sent a cheque for the amount of the tax and said 
he presumed the interest would not run against him. The reply was that the 
overpayment of tax to which he referred being in another tax year, the depart- 
ment would have to have written authority before transferring other credits 
against arrears and interest would run against any unpaid balance. In practice, 
they were charging him interest, although the government had quite sufficient. 
money, above his tax, to cover the deficiency in 1946. 


Hon. Mr. Assporr: What is your practice in that connection, Mr. Gaysie? 


Mr. Gavsiz: Our practice does not seem to be in accordance with the case 
you have outlined. If you would let us have the case, we might look into it. 


‘ 
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Mr. JACKMAN: Very well. 

Hon. Mr. Assorr: Subsection (2) of this section would appear to afford a 
right of offset. 

The CHAIRMAN: Section 53, shall the section carry? 

Mr. Fuuton: No. There is a point in connection with section 52 which I 
think should be considered. The minister is given discretion in connection 
with the making of refunds whereas the taxpayer is given no discretion in 
connection with the making of underpayments and in fact the taxpayer is 
charged interest if through an error he has underpaid the tax. The minister 
may make a refund but he is only compelled to make a refund if the taxpayer 
applies. I suggest that in order to provide equity the minister should be under 
the same obligation to make the refund as is the taxpayer who is under obligation 
to pay with interest when he has underpaid. I am wondering whether the word 
should be ‘shall’? 

Hon. Mr. Assorr: I think there is a general rule that there should be a 
demand before there is a duty placed on the minister. I daresay where there 
has been an overpayment the practice has been to make the refund. 

_ Mr. Jarnicke: Yes, I received a refund for 1944 and they said they would 
be sending it along within thirty days. 

Mr. Gavste: Where there is an actual overpayment often it will not appear 
without the taxpayer bringing it to our attention. 

Mr. Fuiron: What is that? 

Mr. Gavsig: There may be a case where it is apparent from the assessment 
and the payments made by the taxpayer that there has been an overpayment, 
and in that case there is a stamp on it saying that the refund will follow in 
thirty days. There may be other cases where the situation is not apparent from 
the documents available to the assessor at the time. In that case the taxpayer: 
should call it to our attention and upon receipt of the request we will make the 
refund. 

Hon. Mr. Assort: I think in practice the system works fairly well. 


The CuarrMAN: Shall section 53 carry? 


Mr. Hazen: I have been absent, I am sorry, but there is a general remark 
I would like to make. It is in connection, perhaps, with section 51. 

Mr. MAcponneELL: 51 stands and it will come up again. 

Mr. Hazen: Well— 

Mr. Fuiron: Let him make his general remark. 

Mr. Hazen: What I want to say is that I believe every person who receives 
the same income should under similar circumstances pay the same tax. Now 
under our Income Tax Act it does not work out that way. An expert accountant 
is able to ride a team of horses through the Act. 


Mr. Futron: Not any more. 


Mr. Hazen: I hope it cannot be done any more but what I had in mind, 
when -I noticed this bill was at the resolution stage, was this example. Two 
young men go into the garage business. They get an exclusive agency for some 
kind of an automobile in a certain territory. 'They sell a lot of cars and make 
a good income. Then somebody—some accountant—advises them that if they 
decide to incorporate a company they can save income tax. They incorporate 
the company. They sell to the company their exclusive franchise and they 
take in payment no money but so many tens of thousands or so many thousands 
of debentures. Now the same two people carry on the business under the 
name of a company. When the next year comes around they have sold a lot 
more cars and they have a good income but instead of paying tax on that income 
they take some of that money and pay off some of the debentures which is a 
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capital charge. As a result the income is reduced and they do not pay as much 
‘ncome tax as they did in the previous year. That is one way of getting around 
it, and it is only one instance. There must be members of your department 
who are very familiar with these things. I could mention other transactions 
because these things come up every day. There must be members of your 
department who know the ways of getting around the Act and I think we should 
call someone up here to tell us how these accountants get around the Act, with 
a view to plugging the holes. 

Hon.-Mr. Assorr: It is not so easy to get around the Act. Over the years 
we have been plugging holes and plugging holes and more holes. 

Mr. Hazen: This has been going on ever since I have been here and they 
are keeping within the law. 

Hon. Mr. Asporr: The case you have been citing is not one of them. | 
cannot see how they do it on the facts which you state. I do not see how 
‘income tax could be saved under those circumstances. 

_ Mr. Hazen: They pay off the debentures from time to time as a capital 
charge. 

Hon. Mr. Apsorr: They can only pay off the debentures out of tax paid 
earnings. 


Mr. Futton: It is one of the devices open in order to avoid the situation 


which I mentioned yesterday, the double taxation on small corporations, and 
you can charge up against income repayment of interest of borrowed capital. 


Hon. Mr. Apsorr: Interest on borrowed money for the purposes of a 
business 1s an expense. 
Mr. Futon: Yes. 


Hon. Mr. Apsorr: Of course a man has the option of putting in the 
business his own equity capital or borrowed capital but you cannot pay. off 
capital debentures out of tax free earnings. : 

Mr. Futon: No, not capital, but you can pay interest on debentures. 

Hon. Mr. Asporr: That is true but interest on borrowed money is and 
always has been an expense to a business. The Canadian Pacific Railway 
Company pays interest on debenture stock and charges that as an expense. 

Mr. Futron: I hesitate to embark on this because Mr. Hazen has brought 
it up, but now that it is in the open it is one way in which small companies 
have avoided paying double tax, because instead of a man incorporating a 
company and selling his interest by taking shares of the company on which he 
would be paid a dividend he takes a number of debentures and then when he has 
paid the interest on the debentures the company does not have to pay. 

Hon. Mr. Assorr: Before he can take interest on the debentures he must 
have loaned the company money. : 

Mr. Fuuron: He has sold the company the franchise. 

Hon. Mr. Apporr: And he has to pay personal income tax on the interest 
when he gets it. If he did not incorporate the company and earned money on 
the sale of his cars he would have to pay income tax on that as personal income. 
He does exactly the same thing on interest on debentures of a company in which 
he owns shares. . 

Mr. Fuuiron: You will remember yesterday when we were discussing the 
question of corporations taking advantage of the privileges which incorporation 
gives you, and if you do it and take simply shares you are doubling the tax. 

Hon. Mr. Asporr: Yes, but there never has been any obligation on a citizen 
to deliberately set up his affairs in such a way as to pay more tax than he needs 
to pay. There never has been that obligation, and no one has ever suggested 


ph aU a a 


————— 


BANKING AND COMMERCE 649 


that there should be. I was going to say that is elementary. If you set. up 
your company with loan capital instead of share capital of course it is true. 
It has been done ever since companies began to pay income tax. There are 
ways in which tax can be evaded but this is not one of the best. ways. 

Mr. Futron: I am not suggesting it is a method of evasion but I do say 
it is a method by which people incorporate companies to avoid paying double 
tax. 


Hon. Mr. Aszorr: It does not need an expert accountant to tell you that; 
any businessman understands it. 


Mr. Hazen: You say I am wrong in what I said? If two fellows get 
together to form a partnership and then organize a company and sell their 
franchise to that company for a substantial sum of money and take in return 
not money but debentures, then when the company ‘has a good year the company 
pays those chaps off some of those debentures and thereby reduces its net income? 

Hon. Mr. Assorr: It cannot charge payment of debentures against his 
income, Mr. Hazen. 

Mr. Jackman: That would be a capital payment. 

“Hon. Mr. Aszort: It is a capital payment it is making there. 

The Cuatrman: Are you through, Mr. Hazen? Shall we go on with section 

53? | 


Mr. Hazen: They tell me that is one way in which they are getting around 


payment of income tax, why some people pay more than others. T hey get 


together and form a company and save money while the other fellow pays the 
full amount. It seems to me that if there are any holes we could plug up in 
the act we ought to do so. 

Hon. Mr. Asporr: You are quite right, and I may say that has been the 
constant effort of the officials of my department and of the Department of 
National Revenue ever since the Income War Tax Act was brought into force 
in 1917, loopholes have been plugged as they have been discovered; and as 
these smart accountants and lawyers find a way of getting around the law as 
it stands we try to remedy the law. ‘The law is full of sections which endeavour 
to prevent evasion. No doubt the act itself is not yet perfect and there still 
may be some ways about which we do not know of avoiding it. Most of the 
loopholes have been plugged, any that we know of anyhow. 

Mr. JarNnicKp: I believe that what Mr. Hazen means is the kind of 
company which is set up to buy a franchise, and it is bought at a faney price, 
thereby establishing a debt which is not really a debt. Isn’t that the idea? 

The Cuarrman: No. But, Mr. Jaenicke you understand that a company 
cannot pay off any of its debentures without paying the corporation tax on that 
income from which the debentures are paid. Say a company retires $1000 of its 
debentures, as in the case Mr. Hazen mentioned, that company must pay 30 
per cent tax on those earnings when it retires the debentures. 

Mr. JamnicKE: They have to pay that before receiving it as a part of income? 

The Cuatrman: That is not a book debt, it is a capital debt. It is not an 
operating debt. — 

Did you have a question, Mr. Macdonnell? 

Mr. Macponne.u: I am still a little like Mr. Hazen, I do not understand. 
If the company had debts it has to pay—I do not quite understand. 

The CuatrMan: A capital debt is different from an operating debt or an 
operating expense. The interest payment would be an operating expense but 
not the capital. 
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Mr. MacponneELu: No, wait a minute— 

The CHAIRMAN: Section 53. 

Mr. Fraser: On section 53: In section 48, it says, “the minister may 
direct that all taxes, penalties and interest be paid forthwith upon assessment.” 
And in this section it says that the taxpayer has to make his objection to the 
assessment within 60 days. It means, therefore, that the taxpayer has to pay 
up within 30 days. 

Hon. Mr. Assorr: May have to. 

Mr. Fraser: May have to, but as it now stands the minister can go after 
him, or the tax collector can go in after him and make him pay it up whether 
he thought he was entitled to pay it or not. What I am getting at is, why do 
you not make these both 60 days? | 

Hon. Mr. Apsotr: We might make this one 30 days. That is an extra 
delay for the taxpayer. We might make them both 30 days. 

Mr. Fraser: It is short, because there might be something which crops up 
unexpectedly that he did not know anything about. 

The CuarrMAN: Shall section 53 carry at the 60 days? 

Carried. 


Section 54? The two of them do not seem to gibe. 
Hon. Mr. Asporr: Section 48—you are referring there to subsection 2? 
Mr. Fraser: Yes. 


Hon. Mr. Assorr: There are 30 days after the mailing of the notice of 
assessment before any interest penalty commences to run. I mean, the interest 
penalty of 7 or 8 per cent does not commence to run until after the 30 days; 
and subsection 2 is where in the opinion of the minister the taxpayer 1s attempting 
to avoid payment of the tax the minister may direct that all taxes, penalty and 
interest be paid forthwith upon assessment—not within 30 days. That is all 
subsection 2 means. 

Mr. Fraser: That is cutting down the time. 


Hon. Mr. Apsorr: Yes. That ig a necessary power to give the minister 
say in the case of a taxpayer leaving the country or getting rid of the assets 
or something of that kind. That does not take away from the taxpayer his 
right to appeal under section 53, to appeal an objection to the assessment within 
60 days after the mailing of the notice of assessment. 


Mr. Fraser: But after the taxpayer has paid his assessment of penalty he — 
would not have very much of a chance of getting them back. 

Hon. Mr. Assotr: That is a reflection on the court, surely. If he is right 
he will get it back. 

The CuairRMAN: Section 55? 


Mr. TIMMINS: Is a bond still required, or an assurance of costs, in connec- 
tion with an appeal to the Exchequer Court? 


Hon. Mr. Assott: This is still the same rule that has been in there hefore. 


Mr. Trmmins: That has been pretty hard on some people. I cail to mind 
the case of a chap in this war whose wife carried on a business while he was 
away and unfortunately got stuck for some taxes that had inadvertently become 
‘nvolved in the deal through the business his wife was carrying on, and that 
veteran got to the point of appealing to the Exchequer Court and he just didn’t 
have the bond to put up. 


Hon. Mr. Apsorr: That is why, Mr. Timmins, among other things the 
Income Tax Appeal Board 1s being set up as an appeal court, and there the 
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security is only $15. You have to go to the Income Tax Appeal Board first, so 
the Exchequer Court is now really a second court of appeal. I do not think it 
is unreasonable therefore, where a taxpayer has a case to take to this Income 
Tax Appeal Board he can take it on a nominal security of $15. 

Mr. Timmins: What security has to be put up for the Exchequer Court, 
the same as ordinary? 

Hon. Mr. Assorr: $400, I think. 

Mr. Timmins: That is set out in the regulations? 

Hon. Mr. Axssort: It is in this act. 

Mr. JAENICKE: Yes, under J. By the way, Mr. Chairman, are there any 
regulations as to appeal to the Income Tax Appeal Board? 

Hon. Mr. Assorr: The situation, as you know Mr. Jaenicke, is that the 
board has not yet been appointed, and the board itself when appointed will 
work this out; at least, that is our thought. Then they will be approved by 
the governor in council. 

Mr. JAENICKE: Should we not put them in the act? . 

Hon. Mr. Assotr: They are in the provisions we will come to later relating 
to the Income Tax Appeal Board. That is in division I. 

The CHarrMAn;: Shall section 55 carry? 

Carried. 


Section 56. 3 

Mr. Fuuton: On section 56, I would like an explanation from the officials 
because it would appear to me that as it stands it would defeat the right of 
appeal I may wish to take because of something which arises out of an assess- 
ment which has been entered. The assessment on the taxpayer might have been 
arrived at improperly because the assessor has committed some irregularity, or 
allowed some omission or error. You take, if the taxpayer wishes to appeal 
the assessment, under this section as it stands the court would hold that it could 
not be allowed because of the grounds set out here. You see, the section says, 
an assessment shall not be vacated or varied on appeal, etc. 

Hon. Mr. Assotr: This section has been in the Income War Tax Act for 
a good many years. 

Mr. Jackett: I do not think it is very different than if it was not there. 
You do not invalidate an act of this kind because of a mistake which lies merely 
in a breach of a directory provision. 

Mr. Fuuton: But if sf rena of a directory provision has resulted in an 
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Hon. Mr. Assort: I have no objection to that at all. 


The CHarrMAN: Mr. Fulton moves that the word “only” be inserted after 
the word “reason” in the second line of section 56. 


All those in favour please signify? 
Carried. 


Section 57. 


Mr. Harkness: There is a matter I should like to bring up in regard to a 

fund for charitable purposes. Subsection (é) is the same as the old section 4 (@). 

- It appears that income accumulating in a trust for charitable purposes is 
taxable because such a trust is not a charitable institution although, as a 
matter of fact the funds are all for charitable purposes. I think the officials will 
no doubt be familiar with the case of Pat Burns’ estate versus the Minister of 
National Revenue in connection with this matter in which there was quite a 
large sum of money left for charitable purposes but it was left in a trust. At 
the time the will was made that would not have been taxable but this provision 

-has subsequently been changed so now it has been held by the courts it is 
taxable. I would think that the accident of the method by which the funds are 
transferred to charity or made available for charity should not defeat the 
eeneral intent of the Act that charitable funds or income accumulating on those 
funds set aside for charity should not be taxable, which appears to be the case 
as things now stand. 

I should like to suggest an amendment either at this point or in section 58 
which would cover that case so that the income on funds actually set aside for 
charity, even though they were set aside with a trust company for administra- 
tion, will not be taxable. The suggested amendment I have would read as 
follows, that there should be added after (¢) which deals with funds for char- 

‘itable purposes, as an exemption: 
A trustee, executor or administrator of a charitable trust controlling 
the income thereof in the manner contemplated under section 68 of 
this act. 


Hon. Mr. Apsorr: Do you care to make any comment on that, Dr. Eaton? 


Mr. Eaton: So far as I know the present law continues the same provision 
of the old law. You are asking for a change in the policy which has been upheld 
by the courts in the old law. 


Mr. Harkness: My general point is that the intent of the law as originally 
passed, and as I think it still is, should be preserved. Funds set aside for 
charitable purposes and put directly in the hands of a charitable institution can 
accumulate income and that income is.weidaashlp but if the same amount of 
money instead of being {ried over directly to the charitabie~ institution is put 
in the form of a,tist then the income which accumulates there, in‘spite or* the 
fact it is al yoy charitable purposes, is taxed as a result of this decision in the 
Burnsease. JI am suggesting an amendement to clear that up so that in the 
ffure as to charitable funds if they are definitely for charity the intent of the 

act will be carried out, and that the accident as to how they happen to be set 
aside would not cause them to be subject to income tax. 

‘Mr. Eaton: I think the way the principle of the law is followed out is that 
a charitable organization receiving income is not taxable, and persons may glve 
up to a certain amount to charitable organizations. Of course, there 1s the 
intent stated that eventually the proceeds will go to charitable organizations but 
the income has not been received by the other organization. It is accumulating 
here in the hands of a trustee and it is the trustee’s income. Other people cannot 
eet control of that income, and as a matter of fact, the trustee may lose. There 
is no guarantee that eventually that income will in fact be received. The 
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conditions are there that eventually the income may go to charity: but in the 
meantime it is being received by somebody who is not a charitable organization. 

Hon. Mr. Assott: There is the point, of course, that a charitable trust such 
as you have mentioned is a form of private charity until the funds are 
distributed. 

Mr. Harkness: In this particular case I have mentioned the trust was set 
up and the funds were turned over to it for the benefit of five different charitable 
institutions. The entire moneys put in the trust and the income which accumu- 
lated were for the benefit of these charities. At the time it was set up it was not 
taxable but due to this subsequent decision it is taxable. It seems to me to 
carry out the intent of the act an amendment such as the one I have suggested 
is necessary. 

Mr. ‘CHAIRMAN: Would you mind explaining that? J do not understand that 
yet. Do I understand these funds are earmarked for charitable purposes but 
not actually transferred to charity? 

Mr. Harkness: Yes. The funds were set up in this trust for benefit of those 
five charities. I do not know what the terms were upon which the money was to 
be paid out, but the income and a certain amount of capital were to be paid out, 
every year as it was required. 

The CHatrMan: Is there a gift over of any residue? 

Mr. Harkness: I do not think so. 

The CuatrmMan: Why do the funds not immediately go to the charity? 


Mr. Harkness: Because under the terms of the will they were set up in that 
way, and as I say at the time that the will was drawn they were not taxable. 


The CuarrMan: Is there any discretion in the hands of those trustees you are | 
speaking about as to payment to the charities? 


Mr. Harkness: I think the terms are quite definite that the money all goes 
to these charities but I am not familiar just exactly how. I know the result has 
been as far as the city of Calgary is concerned that charities there have been 
deprived of a very considerable sum of money which has gone to the dominion 
treasury rather than to these charities. 


The CuHatrMAN: The reason I ask the question is that just this afternoon I 
have had handed to me a letter on the same point, and even from reading the 
letter I cannot understand the point that is raised. Unless there is a gift over 
to someone else’ or some discretion remaining in the hands of the trustee as to 
whether the trustee shall pay over to charity I cannot see where the point arises. 


Mr. Harkness: It arises apparently due to the fact that when the case was . 
taken to the courts it was held that trust was not a charitable institution. 


Hon. Mr. Assorr: I am familiar with the Burns case. The amendment which 
you are suggesting is one which I am afraid I could not agree to without a great 
deal more consideration than I can give tonight. We have looked at it pretty 
carefully before. I have had quite extensive representations and presentations 
on the Burns case by a very capable solicitor who presented it very carefully. 
I came to the conclusion we were not justified in amending the section. One 
can always change one’s mind, I suppose, but it gives pretty broad scope to 
charitable dqnations now. I am afraid I could not accept an amendment at this 
time. 

Mr. Harkness: I am not arguing this from the standpoint of the Burns’ case ; 
I am using that as an example. It happened to be a case that was settled i in 
the courts. 

Mr. BrerrHaupt: Is not that covered in section 100 on page 67 later on— 
under gift tax? 
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Mr. Harkness: No, it is not covered in this particular point. 


Hon. Mr. Assotr: There are a lot of questions that enter into that. One 
would have to make a definition as to what constituted a charitable trust. It 
is far from simple. I would not be prepared to agree to extend the present section. 


Mr. Harkness: Well I think the point is clear that the funds happened to 
be left in that way through an accident really, and the method in which they 
are being transferred to charity in this case 1s taxable. 

Hon. Mr. Asporr: Nobody sets up trusts without taking legal advice and 
any lawyer should tell his client something before they set up a charitable 
trust under those circumstances and that the income tax may not be so great 
+f the money goes straight to charity. 

Mr. Harkness: At the time some of these were set up that was not the case. 

Hon. Mr. Apsorr: The law has not been changed for years, as far as I 
know. 

Mr. Harkness: In reference to this particular case—the Burns’ case—when 
that trust was set up in Senator Burns’ will at that time it would not have been 
taxable; provisions came in subsequently, as I understand. 


Hon. Mr. Axssort: I always used to tell my clients that they ought to watch 
their wills and change them if there were any changes in the law. My advisors 
advise me that they do think there was any change in the law after the Senator 
made his will. : 

Mr. Harkness: I think it was made back in 1925 or 1923—I have forgotten 
when—but I understand there had been changes. At any rate the general intent 
of not having charitable funds taxed seems to be defeated by the interpretation 

which has been put on this particular section. , 

Hon. Mr. Apsott: Charitable funds are not taxed; the income of charitable 
organizations is not taxable income—is not taxed, and people may make gifts 
of a certain portion of their current income to charity with no deduction to them- 
selves. They may under their will make unlimited gifts to charity and not be 
liable to succession duties. 1 do not think we can g0 much further than that. 
This provision, | am told, goes back to 1917, since the inception of the Act. It 
has not been changed since then. The Senator must have had bad legal advice 
—-not bad, but inadequate. 

Mr. HarKNEss: You say you are not prepared to accept any amendment on 
. this? 

Hon. Mr. Assorr: Not at this time, Colonel, no. The matter has got a bit 
out of my head—the details of the representations which were made to me at the 
time relating to this particular case—but I certainly think that at the time I 
carefully discussed them with my officers and came to the conclusion I could not 


recommend an amendment to the Act. I could review that again, but I do not - 


believe my opinion would change or the advice which I received would change. 


Mr. Harkness: Could I ask that you take this suggested amendment and 
consider it and let this section stand until you have looked it over? 


Hon. Mr. Assorr: I shall be glad to do that. I have an amendment myself 
to section 57(1). This only relates to 57(1)(e). That could stand, and I will 
look over the amendment. 

Now, there is an amendment to paragraph (i) of subsection (1), which 
relates to credit unions. I will ask Mr. Jackett to explain the purport of the 
amendment. 


Mr. Jacxerr: The proposal is to amend subparagraph (11) of paragraph (1) 
relating to credit unions to extend the class of members credit unions can have 
and still come within the exemption. The change is purely a technical one, and 
prings within the class of members co-operatives that have been registered under 
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provincial co-operative legislation as well as those that have been incorporated 
or organized under such legislation, and also co-operatives that are governed. by 
provincial legislature although they have not been incorporated under it. 
ee Hon. Mr. Asporr: That is the explanation and the amendment reads as 
ollows: 
Resolved that paragraph (i) of subsection (1) of clause 57 of bill 337 
be revised by substituting the following for subparagraph (ii) thereof: 3 
(11) the members thereof were corporations or associations 
(A) incorporated or organized as credit unions deriving their revenues 
primarily from loans made to members, 
(B) incorporated, organized or registered under provincial co-opera- 
tive legislation or governed by such legislation, or 
(C) incorporated or organized for charitable purposes, 
or were corporations or associations no part of the income of which was 
payable to, or otherwise benefited personally, any shareholder or member 
thereof. | 
There the change is the addition of the words “incorporated, organized or regis- 
tered” instead of the words “provincial legislation”. 
Mr. Macponne.u: Has that a substantial effect? 
Hon. Mr. Aszorr: It has a technical effect. It is in accordance with admin- 
istrative practice: “incorporated or organized for charitable purposes”. 
Mr. MacponneEwu: The words in a technical sense do not affect the substance? 


Hon. Mr. Assorr: I think it is fair to say that they do not affect the sub- 
stance of the section. , 

The CuarrMan: Before this amendment is put I should like to indicate to 
the committee that I have received this morning wires from the Canadian 
Chamber of Commerce in Montreal, J. 8. Duncan, president of the Massey- 
Harris Company Limited, Winnipeg Chamber of Commerce, Bernard Couvrette, 
K.C., of Montreal, R. E. Walker, provincial secretary, Retail Merchants Asso- 
ciation, George 8S. Hougham, general manager of the Canadian Retail Federation. 

The substance of all these wires is to ask that the committee should not 
make any changes favourable to co-operative taxation. 

Mr. Giuuis: I can read you about one hundred more the other way. 

The CHarrMAN: Yes. I have made a practice before the members of this 
committee all communications which I receive, and I received this evening 
these telegrams, and that is the gist of them. 

Hon. Mr. Assott: I think, Mr. Chairman, these relate particularly to the 
section of the Act concerning co-operatives as such. 

The CHarrMan: I believe they do. 

Hon. Mr. Assorr: Section 68 and the following. 

Mr. Futron: You mentioned the chairman of a provincial something or 
other; what was it? 

The CuHarRMAN: Provincial secretary of the Retail Merchants Association. 

Mr. Futtron: What province? 

The CuHarrMAN: From Toronto. 

Mr. Isnor: With regard to the amendment, I take it the purpose of that is 
for charitable purposes only? 

Hon. Mr. Asportr: These are credit unions. 


Mr. Isnor: Yes. They lend money at a certain rate of interest. They derive 
a revenue because of their operations. What happens to their earnings? 
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Hon. Mr. Azsott: I do not think credit unions, mutual organizations, have 
ever been taxed, Mr. Isnor. 


Mr. Isnor: I see. I wanted to know. 


Hon. Mr. Apsorr: I am told that. I am not familiar myself with how they 
operate exactly. 


Mr. Isnor: I do not want to raise any objection. I just want to know as to 
their operations. I read their advertisements from time to time: 1 per cent per 
month, if I remember rightly. I was wondering what happened to their income. 
They are in competition with the trust companies who pay @ 30 per cent tax. 


Hon. Mr. Assorr: They are a form of co-operative. 


Mr. Isnor: Believing as I do in free enterprise, 1 was wondering if 1t was 
one more benefit or handicap you were placing in the hands of certain loan 
companies. 

Hon. Mr. Assort: This exemption, as you will recall, is in accordance with 
the recommendation of the MacDougall Commission. 


Mr. Giuuts: If you want to take the time of the committee, there are several 
of us here who could go into all the technicalities of credit unions for Mr. 
Isnor’s benefit. I do not want to do it, but he is completely off the beam in 
the suggestion he has just made. These credit unions do not make any money. 
They are not in competition with other banks or trust companies. They are 
merely providing credit to the people in the community who could not get it 
under any other system. Their earnings are paid back to the people who partici- 
pate in them. Incidentally, they provide the best form of insurance one Can get. 


Mr. Isnor: I do not want to go over the propaganda either. 
Mr. Gaius: That is not propaganda, 


Mr. Isnor: I was asking a simple question as to their earnings. If there are 
no earnings, I have not a leg to stand on. , 


Mr. Gitiis: There are no earnings of a credit union, as such. 


Mr. Isnor: I think there are, from time to time. Then, I say those credit 
unions should be considered in the light of those earnings or in the light of having 
a surplus at the end of a period of operation. There js not a lot of detail to it. 
It is the general principle as to whether one class lending money is in com- 
petition with other classes. One is paying a tax and the other is not; that is 
simple. 

Mr. Giuuuis: No, Mr. Chairman, ‘t is not that simple. As I stated to Mr. 
Isnor a moment ago, these companies provide a means of credit, small loans, to 
the people in the community who could not secure those loans anywhere else. 
Therefore, the lending institutions are not losing any money. While the credit 
unions do charge a small rate of interest, that money 1s not made by the credit 
unions as such. A small percentage of it is paid back to the members by way of 
paren ees dividends. A great portion of that money goes into an insurance 
scheme. 

For example, I may have $1,000 share capital ina credit union. That share 
capital is insured. I can take that $1,000 out as a loan and be my own backer. 
My loan balance is insured. If I happen to die suddenly owing the credit union 
$1,000, that share capital is still there to my credit. The insurance pays off the 
loan and the balance payable on my share capital is paid to my beneficiary. 

It is the best insurance low income groups can get. The earnings of credit 
unions, as such, are providing that kind of insurance. It is to that that the 
major portion of the earnings of credit unions go. Most of the employees of a 
credit union work gratis. They are not paid salaries. They work of certain 
definite principles, not for money. A considerable portion of the income of 
these companies goes into educational material to educate people as to the 
meaning of the institutions of this country. 
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Mr. Isnor: The principle is whether or not they pay interest. 

Mr. Guus: The principle is they are service organizations that do provide 
credit to income groups of this country for whom provision has not been made 
previously. They are service organizations and are not making money. 


Mr. Isnor: As I said, I have no objection to them enjoying these benefits. 


The CHatrman: You have heard the minister’s amendment to this para- 
graph (i) sub-paragraph (ii), shall the amendment carry? 
Carried. 


Shall the section carry with subsection (e) standing? 
Carried. 


Section 58? 


Mr. Fuiron: On section 58, it seems to me to be a very complicated section. 
Is there any possibility that, under this section, there might be double taxation 
in that the trustee would have to pay a tax on income in one year and then, 
later, when that income is distributed to the beneficiaries they would have to pay 
a tax on it again in the year in which it is distributed to them? 


Hon. Mr. Assorr: I think the answer is, only if it is being accumulated by 
the trustee for unascertained persons or persons with future or contingent 
interests. If it is being received by the trustee for the beneficiaries who are in 
existence and to whom funds are to be paid over, then there is no double tax. 
Whether or not it is paid to them, it is considered as being received by the 
beneficiaries. 

Mr. Futron: Perhaps I could understand it if this situation were explained. 
Take the case of a trust fund which is set up. The beneficiary is to receive the 
income from the fund of $1,000 a year. The income accruing to the fund is 
$1,200. Probably, I would have to make it more. The income accruing to the 
fund is $2,000. The beneficiary receives the income or benefit of the income of 
$1,000. $1,000 remains in the hands of the trustee. 

Hon. Mr. Assorr: For whom? 


Mr. Fuuron: It is being held for the benefit of the beneficiary when he 
reaches the age at which the whole fund is to be turned over. As I understand 
the provisions of this section, the extra $1,000 would be subject to income tax. 


Hon. Mr. Assorr: Mr. Gavsie could explain what the tax position would 
be there. 

Mr. Gavsie: If it were payable to the beneficiary in the year in which 
the income was received, there would be no tax. Otherwise, the trustee would 
be taxed because, in most of these cases, eventually the beneficiary would get a 
capital payment which the trustee was accumulating for the benefit of the 
beneficiary. 

Mr. Fuuton: Take the case and refine it further; when the beneficiary 
reaches the age of twenty-one, the whole fund is to be turned over to him. Until 
he reaches the age of twenty-one he is only to receive $1,000 a year. AsI say, the 
income from the fund is $2,000 a year. $1,000 a year is paid over to the 
beneficiary and $1,000 of it is paid to the trustee. I understand you to say 
the beneficiary only pays income tax on the $1,000 he receives. 

Mr. Gavsie: The trustee pays the tax on the other thousand. Then, when 
the taxpayer gets the final payment he gets a payment of capital. 

Mr. Fraser: On No. 6 of that section; the way I read it is, if the beneficiary 
just received a portion of the income that year and received the other portion 
the following year, he would only pay income tax on the portion he received the 
first year; is that right? 
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Hon. Mr. ABpotr: Would you explain that, Mr. J ackett? 

Mr. Jacxert: ‘That would be so if the beneficiary were not entitled to it. 
You have the alternative there that the amount shall not be considered to be 
payable in a tax year unless it was paid in the year or he was entitled in that 
year to enforce payment thereof. The reason for the alternative is that you 
have trusts where the trustee has a discretion to pay a certain amount and the 
beneficiary is not entitled to enforce payment of any of it. 

The first branch of the alternative is that the beneficiary, in such a case, 
is only taxable on the part he gets. If he is entitled to force payment of it 
and has it in his control, then it is treated as though it were, in fact, paid to him. 

Mr. Fraser: What 1 am getting at 1s that in many cases the beneficiary 
receives a monthly income, but when it comes along to the end of the year and 
the trustee does not pay ‘t out until perhaps the 15th of January of the following 
year, does the beneficiary have to pay 4 tax on that for the year before? 


“Mr. Jackett: The year in which he was entitled to receive it. 

Mr. Fraser: That is when he has to pay it? 

Mr. JACKETT: That is right. 

Mr. Trumins: He is in the hands of the executor. The executor may not 


have found it convenient to pay it until the new year has come around yet the 
‘beneficiary could have enforced the payment if he had known and paid the 
tax on it. | | ; 

Hon. Mr. Asporr: Yes, but be does not have to pay it the next year. 

Mr. Fuuron: I take it that there is no question but that the trustee of 
such a fund as I mentioned earlier 1s, for the purposes of this section, a separate 


sndividual and not in any way liable to have his own imcome tax increased. 
Hon. Mr. Assorr: The chief disadvantage would be if the beneficiary hap- 


pened to be married and entitled to married exemption. A trustee does not get 
the benefit of married exemption. 

Mr. Fuuron: As trustee. 

Hon. Mr. Assorr: No. 

Mr. JAENICKB: Say a farmer in the west has a half section of land and in 
accordance with his will the property goes to the executors in trust to pay an 
‘neome on the profits for the life of the widow and his family. She gets no 
exemption. 

Hon. Mr. Aspotr: She would get the full exemption. It is her income in 
trust and he is just acting as trustee. He is not holding anything back or 
accumulating it over 4 certain period. That is income to the beneficiary. 

_ Mr. JAENICKE: Where does it say that here. 7 

Mr. FULTON: Subsection 2, I think. 

Mr. JACKETT: Subsection 95. 

Mr. JaENickE: That only has reference to where the beneficiary pays tax, 
otherwise then he does not pay tax. 

Hon. Mr. Assorr: This has always been interpreted in this way. Income 
received by a trustee for a beneficiary—if the cestui que trust is paid money 
which the beneficiary is entitled to as income—it is income of the beneficiary 
and taxable according to his bracket, and it is not sncome of the trustees. There 
‘s no double taxation in those circumstances. 

Mr. Futon: Is there any change in the law as it has existed and as it is 
set out in this bill? 

Mr. Jackett: There is a change In phraseology and therefore you cannot 
ouarantee that there is no change. 


Mr. Futon: It was not the intention to change the law. 
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Hon. Mr. Assorr: It was not the intention to change the law with respect 
to moneys accumulating in trust. 


The CHarrMAN: Shall section 59 carry? 
Mr. Hazen: Are there any other changes in section 59? 


Hon. Mr. Asporr: Perhaps Mr. Jackett might explain. This is a relaxing 
provision of the law as it stood and there is not any big change in substance. 


Mr. JAckretT: The main change in subsection 2 at the present time is where 
an executor collects or otherwise gets in accounts receivable of a professional — 
man that the deceased failed to receive before he died; he is taxable in the year 
he collects it. Usually it comes in fairly large amounts in a short time and 
under subsection 2 the executor has three alternatives now and can elect what 
he thinks is the best way to pay the tax on the amount so collected for the 
estate. 

Hon. Mr. Apsorr: It is a relaxing provision. A professional man is a good 
example, where he has large accounts receivable and if those are all received in 
a short time they may be plugged into one period. There are optional provi- 
sions which would enable him to spread it over a longer period. The changes 
are for the benefit of the taxpayer rather than the tax gatherer. 

The CuHatrmMan: Shall section 59 carry? 

Carried. 

Shall section 60 carry? : 

Mr. Fuuton: There is a substantia! change here from the law as it was 
before. 


Hon. Mr. Asporr: No, I do not think so. 


Mr. Hazen: Might I ask how you arrive at what is reasonable under sub- 
section 2 of section 60? . 


Mr. Gavsiz: That opens the question; if the taxpayer is not satisfied with 
what the department regards as reasonable it is a matter for the courts. 


Mr. Hazen: But on what basis do you work it out? 


Hon. Mr. Aszorr: If I may interject, we have used that phrase in a 
number of sections in the Act and in a good many of them where it was 
previously ministerial discretion. Here it is “what is reasonable” and that is a 
question I suppose of mixed fact and law and the exercise of judgment. In the 
first case the department—the deputy minister—will come to a conclusion as 
to what is reasonable. If the taxpayer feels the deputy minister is wrone and 
his decision is wrong, then thé taxpayer goes to the Income Tax Appeal Board 
and the Income Tax Appeal Board exercises its judgment. If the taxpayer is 
still dissatisfied he goes to the Exchequer Court. We felt that was giving the 
taxpayer the best break possible. 


Mr. Hazen: I have in mind a case—in re Hotchkiss—involving the ques- 
tion of whether it is capital or income which is going to pay for maintenance. 
Are you going to pay it out of capital or out of income? 

Mr. Jackett: Is this subsection 2? 

Mr. Hazen: Subsection 2, yes. 


Mr. JAcketr: As I understand it, it is designed to deal with a case which 
has oceurred very rarely, where the widow is left with a huge house or an 
estate of some kind and only a very small income, and there is a trust whose 
duty it is to maintain the house for her. On ordinary principles all the cost 
of maintaining the house for her would be charged up as income, but this 
section is designed to enable the department to say that it is not reasonable 
for her to pay tax on income of that kind and to cut down the amount. that 
will be charged up in respect of that maintenance. There have only been 
sixteen or eighteen cases of that kind altogether. 
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Mr. Hazen: Do you always pay this out of income or pay it out of capital 
sf the income is small? For maintenance of property do you ever apply capital? 

Mr. Jacxerr: I think on legal principles it would be income in her hands 
whether it was taken out of capital or not. 

The CuarrMAN: Section 61. 

Mr. Futon: The question I asked with respect to section 60 as to whether 
there was a subtantial change should have been asked on section 61. 

Hon. Mr. Axszsorr: I do not think there has been any substantial change 
here. There may have been a change in the language but 1 think the provisions 
with respect to personal corporations are substantially the same. We do not 
consider it a change but perhaps Mr. Jackett could explain. 

Mr. Jackerr: There was a provincial court of appeal decision to the effect 
that once a son or daughter left the family home they ceased to be a member 
of the family for the purposes of similar provincial provisions, and we tried 
to make it clear here that a personal corporation does not cease to be a 
corporation merely because of the fact the daughter leaves home. 

Hon. Mr. Assorr: With the greatest respect for the Alberta courts I felt 
that was not the law we should apply with respect to income tax anyway. 

Mr. MacponneELu: I was going to ask about 61 (1), it says, “the mceome 
of a personal corporation, whether actually distributed or not, shall be deemed 
to have been distributed to”—and so on. Does that mean gross income? In a 
proper case would there be any reduction for setting up a reserve? 

Hon. Mr. Apsotr: No, there ;s no allowance for reserves in a personal 
corporation. 

Mr. Jackett: I think the original word “income” goes back to the rules 
that are set out there. 


Mr. MacponNneELL: Would it be the same principle as in there? 

Mr. Jackett: There is no different principle in this act. 

Mr. Futron: I think there has always been objection to the practice of 
double taxation. Does that apply here? 

Mr. Jacxerr: The principle purpose of this provision is to eliminate double 

taxation. 

Mr. Fuuron: It says, “the income of a personal corporation, whether 
actually distributed or not, shall be deemed to be distributed to— 


Mr. Jacxerr: Read subsection 2: 
Mr. Fuuron: I do not understand— 
Mr. Jacxetr: A personal corporation pays no tax at all as a corporation. 


Hon. Mr. Azssorr: This is the type of corporation that does not pay the 
30 per cent corporation tax; if the shareholders were all members of one family 
within the terms of the definition; if the type of asset comes within the 
definition, then it can be qualified as a personal corporation. No corporation 
tax is payable with respect to the income of the corporation, but the shareholders 
are considered as having received that income during the year. In other words, 
a personal corporation is treated in fact as though it were a partnership. ‘That 
is the shortest explanation. 

Mr. Jackman: I have a question with respect to the definition of personal 
corporation. The section reads: 

(8) In this act, a “personal corporation” means a corporation that, 
during the whole of the taxation year in respect of which the expression 
is being applied, | 
(a) was controlled, whether through holding a majority of the shares 

of the corporation or in any other manner whatsoever, by an indi- 
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vidual resident in Canada, by such an individual and one or more 
members of his family who were resident in Canada or by any other 
person on his or her behalf. 


(b) derived at least one-quarter of its income from 
(1) ownership of or trading or dealing in bonds, shares, debentures, 
mortgages, hypothecs, bills, notes or other similar property or 
an interest therein, 3 
(11) lending money with or without securities, 
(ii) rents, hire of chattels, charterparty fees or remunerations, annui- 
ties, royalties, interest or dividends, or 
(iv) estates or trusts, and 
(c) did not carry on an active financial, commercial or industrial 
business. 


The point I want to make is this, where are you going to make the distinction, 
to draw the line? 

Hon. Mr. Apporr: A person lends money when they buy a bond or a 
debenture or a mortgage. The point is they are not in a commercial business, 
they are not buying or selling goods or that sort of thing. It is looked on 
primarily as the investments of an individual or all the members of his 
immediate family; investments not in commercial enterprises but in such things 
as securities, stocks and bonds, notes, mortgages and the like. 

Mr. JAckmMan: And that would not include lending money? 

Hon. Mr. Assorr: If it were lending money it would have to be registered 
as a loan company. 

Mr. Futron: To put my question in somewhat concrete form, I do not 
understand why this provision should be applied with respect to a lending 
company. 

Hon. Mr. Assorr: It is not a lending company, it is a private holding 
company, a personal holding company. These companies are companies which 
individuals form for the purpose of putting all their personal investments into 
one basket. Now, there are several limitations to that; they have to be owned 
by members of the immediate family, cannot even be brothers or sisters who 
could form a personal corporation; it has to be a man, his wife and his children. 
That is the first limitation. Then, the type of asset which the company can 
have is fairly restricted. As I say, the purpose of the thing is to enable the 
family if it so wishes to have its family investments in whatever they may be— 
bonds, stocks and so on—held by a personal corporation without paying the 
corporation tax and personal income tax. It is provided so they can use it for 
holding their investments in a corporation form of set-up. 

Mr. Fuuton: It does not really enable them to do business. 

Hon. Mr. Assorr: No, they cannot carry on business. They are prohibited 
from doing that by this section. 

The CuHarrMan: Section 62, investment companies. 

Hon. Mr. Apsorr: There is no change there. 


The CHAIRMAN: Carried. 


Section 63. 
Carried. 


Section 64. 
Carried. 


Section 65. 
Carried. 


662 STANDING COMMITTEE 


Section 66. | 

Mr. Futton: Is there any change at all in section 66? Is it the old section 
14 without any changes? 

Hon. Mr. Assporr: There was an amendment in the bill in the last budget. 
What was the amendment, Doctor Eaton? 

Mr. Eaton: There was an amendment to the Income War Tax Act, and 
this three-year exemption, the first section, was amended. Subparagraph (c) 
required previously that all members be individuals. It was objected, that in 
some small communities they had other bodies, small corporate bodies, who 
wanted to belong to a co-operative, so the requirement in the case of individuals 
was dropped from 100 down to 90 per cent; also, that 10 per cent of the shares 
might be held by local bodies or societies. 

Mr. Iswor: And this makes provision for including organizations other 
than individuals as well? This does not apply to non-members? 

Mr. Eaton: These are not non-members. They are members the same as 
any other member of the co-operative. They are not individuals, they may be @ 
corporate body or an association or a group rather than the share being held in 
the name of a single individual. 

The CHarrRMAN: Section 67. 


Carried. 


Section 68. : | 

Hon. Mr. Aspotrr: There are two amendments proposed here, Mr. Chair- 
man. The first is a minor drafting amendment to paragraph (d) of section 1. 
The section as it now stands reads: 

(1) Notwithstanding anything in this Part, there may be deducted, 
in computing income for a taxation year, the aggregate of the payments 
made, pursuant to allocations in proportion to patronage, by a taxpayer. 
(a) within the year or within 12 months thereafter to his customers of 

the year. 

And subsection (6) says: 

(b) within the year to his customers of a previous year; ; 
and I want to insert there the words, “or within 12 months thereafter” in the 
paragraph so it will read as follows:— paragraph (a) which I have read above; — 
and then 

(b) within the year or within 12 months thereafter to his customers of a 

previous year. 

That is the act as it stands now. It was omitted through inadvertence in 
the printing of this act as ‘t is before you. This will make it as it stands now in 
the Income War Tax Act. 

Mr. Beniprcxson: Then there is no change? 

Hon. Mr. Assorr: No, it was an oversight. 

Mr. Marouis: It is the same as it was last year. 

Hon. Mr. Ansorr: Yes. | : 

The CuarrMAN: You have heard the amendment. Shall the amendment to 
subsection (b) of section 1 carry? 

Carried. 

Hon. Mr. Asnorr: There is another amendment which is of more substance. 
It relates to the definition of payment as contained in paragraph. (e) of sub- 
section 4, and it is to give effect to what has been the practice of the Department 
of National Revenue in accordance with rulings which they have been issuing. 

Mr. Isnor: Are you going to read the amendment? 
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Mr. Macponnewu: May I just ask the question first? Is the section as it 
stands now being changed; is there a change from the existing law; and, is the 
change that we are getting now the only change? 


Hon. Mr. Assorr: This will be the only change from the existing law. That 
is correct. Perhaps you might read the amendment and explain it. I ask 
‘Mr. Jacket to do it because it is pretty technical. 


Mr. Jackerr: Paragraph (e) of subsection (4) extends the meaning of 
“payment” for the purpose of deductions under this section by including the 
issuance of certificates or shares to the taxpayer providing the taxpayer redeems 
certificates or shares of an equivalent amount in the year or within 12 months 
thereafter. Certain questions have arisen as to whether, for example, set-off 
debts are payment, as to whether loans advanced by members to the corpora- 
tions, and where dividends are used to effect the advance, can ‘be regarded as 
payment for the purposes of this section. It is, therefore, to resolve these doubts 
along the lines that the department resolved them when they were asked for an 
interpretation that it is proposed to revise paragraph (e) to say that payment 
includes first—and then you have exactly the same words that are in paragraph 
(e) (1) at the moment. Then, 

(2) The application by the taxpayer of an amount to a member’s 
liability to the taxpayer— 

Mr. Futon: Read this so we can take it down or read it over first and then 
read it slowly. | 

My. JACKETrT: 

The application by the taxpayer of an amount to a member’s hability 
to the taxpayer (including, without restricting the generality of the fore- 
going, an amount applied on account of a loan from a member to the 
taxpayer and an amount applied on account of payment for shares issued 
to a member) pursuant to a bylaw of the taxpayer, pursuant to statutory 
authority or at the request of the member, or— 


Mr. Fuuron: You have not got mimeographed copies, have you? 

Mr. Jackett: I am sorry, I have not. 

Hon. Mr. Apporr: If the members will look at their copy of the bill first 
at the. appropriate section; the first part has not been changed. 

Mr. Fuuron: “Payment includes (1)”— 

Hon. Mr. Assorr: Then put in (1). 

Mr. Jacxerr: Then, (2)— 

The CuamrMan: Gentlemen, excuse me, before you do all this writing. 
It is now five minutes to 10. We adjourn at 10 o’clock. Why could we not have 
copies of this typed out? 

Mr. Beninickson: This is what we are getting telegrams about, the chang- 
ing of this particular section. 

The Cuairman: Shall we meet in the morning or afternoon? Shall we 
meet at 3.30 in the afternoon in this room? 

Discussion re adjournment. 


The committee adjourned to meet at 3.30 p.m. on Thursday, June 17, 1948. 
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The Standing Committee on Banking and Commerce begs leave to present 


the following as its 
SEVENTH REPORT 

Your Committee has considered Bill No. 338, An Act respecting Income 
Taxes, and has agreed to report same with amendments. 

A printed copy of the Minutes of Proceedings and Evidence in connection 
therewith is tabled herewith. 
All of which is respectfully submitted. 

HUGHES CLEAVER, 
Chairman. 
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THurspAy, June 17, 1948. 


The Standing Committee on Banking and Commerce met at 3.30 o’clock 
p.m. The Chairman, Mr. Hughes Cleaver, presided. 


Members present: Messrs. Abbott, Belzile, Benidickson, Breithaupt, 
Cleaver, Dionne (Beauce), Fleming, Fraser, Gour (Russell), Harkness, Hazen, 
Isnor, Jaenicke, Lesage, Marquis, Michaud, Nixon, Pinard, Rinfret, Timmins. 


In attendance: Hon. J. J. McCann, Minister of National Revenue; Mr. 

A. K. Eaton, Assistant Deputy Minister of Finance; Mr. W. R. Jackett, 

Assistant to the Deputy Minister of Justice; Mr. Charles Gavsie, Co-ordinator 

ae Chairman of Executive, Taxation Division, Department of National 
evenue, 


_._ Lhe Committee resumed the adjourned consideration, clause by clause, of 
Bill No. 338, An Act respecting Income Taxes. 


_ The Minister of Finance, Hon. D. C. Abbott, a member of the Committee, 
assisted by Messrs. Eaton, Jackett and Gavsie gave information sought as each 
clause of the Bill was reached. 


Clauses 69 to 72, both inclusive, were adopted without amendment. 
On Clause 73 
On motion of Mr. Abbott, it was 


Resolved,—That is be recommended that the words “in the products 
thereof or” be inserted after the word “interest” in the third line of 
subsection (1) of clause 73 of Bill 338; 

And that it be recommended that subsection (2) of the said clause 73 
be revised to read as follows: 

(2) This section does not apply to an interest in the products 
or in the proceeds from the sale of the products of an oil or gas well 
which the owner of mineral rights in the land on which the well is 
situated may have by reason of his having leased, sold or agreed 
to sell the mineral rights to the trustee or other operator or to a 
person from whom the trustee or other operator acquired them. 

Clause 73, as amended, was adopted. 

Clauses 74 to 98, both inclusive, were adopted without amendment. 
On Clause 99 

On motion of Mr. Abbott, it was 

Resolved,—That it be recommended that subsection (1) of clause 99 
of Bill 338 be revised by inserting the following phrase into the third line 
after the words “he may”: 

“within 2 years from the end of the taxation year,”’, 
Clause 99, as amended, was adopted. 
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Clauses 100 to 116, both inclusive, were adopted without amendment. 
Clause 117 was allowed to stand. 
Clause 118 was adopted, without amendment. 
On Clause 119 
On motion of Mr. Abbott, it was ) 
Resolved,—That it be recommended that clause 119 of Bill 338 be 
amended by adding the following subsection thereto: 


(3) Where a person has been convicted under this section of 
failing to comply with provision of this Act or a regulation, he is not 
liable to pay a penalty imposed under section 51, section 122, or 
section 117 for the same failure unless he was assessed for that penalty 
or that penalty was demanded from him before the information or 
complaint giving rise to the conviction was laid or made. 


Clause 119, as amended, was adopted. 

Clauses 51 and 117 were adopted, without amendment. 

Clauses 120 to 125, both inclusive, were adopted without amendment. 
Clause 126 was allowed to stand. 


Clauses 127 to 130, both inclusive, were adopted without amendment. 
On Clause 131 


On motion of Mr. Abbott, it was 
Resolved —That it be recommended that clause 131 of Bill 338 be 


revised by inserting the expression “, unless otherwise specifically pro- 
vided,” after the word “are” in the third line thereof. 


Clause 131, as amended, was adopted. 
On Clause 57(1) (e) 

After further consideration this paragraph which has stood from the pre- 
vious sitting was adopted without amendment. , 


Clause 57, as amended previously, was then adopted. 
On Clause 126 ; 


On motion of Mr. Abbott, it was 


Resolved,—That it be recommended that clause 126 be amended by 
inserting the word “main” between the words ‘‘the” and “purposes” in the 
second line of subsection one thereof, and between the words “the” and 
‘nurposes” in the second line of paragraph (6) of subsection five of the 
same clause. . 

Clause 126, as amended, was adopted, on division. 


In the course of the debate on Clause 126, representations made by the 
Toronto Board of Trade and the Canadian Tax Foundation were brought to the 
attention of the members. 


At 6.00 o’clock p.m. the Committee adjourned to sit again in the evening 
at 8.30 o’clock. 
EVENING SITTING 


The Committee resumed at 8.30 o’clock p.m. The Chairman, Mr. Hughes 
Cleaver, presided. ; 


Members present: Messrs. Abbott, Belzile, Breithaupt, Cleaver, Dionne 
(Beauce), Fleming, Fraser, Fulton, Gillis, Gour (Russell), Hackett, Hazen, 
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Irvine, Isnor, Jaenicke, Lesage, Macdonnell (Muskoka-Ontario), MacNaught, 
Michaud, Nixon, Rinfret, Timmins. | 

In attendance: The departmental officials who are listed in attendance at ° 
the evening sitting. 


The Committee resumed the adjourned consideration Blaine by clause, of 
Bill 338, An Act respecting Income Taxes. 
On Clause 57 


On motion of Mr. Fulton, it was 
Resolved —That clause 57 would be reconsidered. 


After a brief debate thereon, clause 57, as previously amended, was finally 
adopted. 


On Clause 126, as amended. 
On motion of Mr. Fulton, it was 


Resolved—That the Committee reconsider clause 126. 


In this connection, the Chairman informed the Committee of representations 
made with regard to clause 126 by the Taxation Committee of the Canadian 
Bar Association. 


After considerable debate thereon, clause 126, as previously amended, was 
adopted, on division. 


On Clause 68 


The Chairman eee the Committee that telegrams had been received 
from the following: 


1. Canadian Federation of Farm Equipment Dealers, Danby Hannah, 
President. 


2. Saskatchewan Wholesale Implement Association, Regina Section. 

3. Saskatchewan Wholesale Implement Association, Northern Section, 
R. A. Matheson, President. 

4. Alberta Wholesale Implement Association, North Alberta Section. 


5. William EK. Hall, Secretary Treasurer, Alberta Wholesale Implement 
Association. 


6. A. C. Thompson, Canadian Manufacturers Association, Toronto. 
all voicing protests against certain provisions of clause 68. 
After considerable discussion, Mr. Abbott moved that the amendment. to 
clause 68, as read by Mr. Jackett at the evening sitting of the Committee on 
June 16, be adopted, with the following changes, namely: 


(1) That the words ‘fon account of a loan from a member to the taxpayer” 
in the fourth and fifth lines of sub-paragraph (11) of paragraph (e) subsection 
four thereof be deleted and the following substituted therefor: “In fulfilment of 
an obligation of the member to make a loan to the taxpayer;”’ 


(2) That the -words “or property” be added at the end of paragraph (h) of 
subsection four of clause 68. 


And the question having been put on the proposed amendment, as amended, 
by Mr. Abbott, it was resolved in the affirmative on the following division :— 
Yeas, 8; Nays, 5. 
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Clause 68, as amended, was adopted. | | 

The preamble and title thereof having been adopted, Bill 338, “An Act 
respecting Income Taxes”, was ordered to be reported, as amended, to the House. 

At 10.55 o’clock, p.m., the Committee adjourned to meet again at the call 
of the Chair. 


ANTOINE CHASSE, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


Housr or Commons, 
June 17, 1948. 
Lhe Standing Committee on Banking and Commerce met this day at 3.30 
p.m. The Chairman, Mr. Hughes Cleaver, presided. 
The CHarrMan: We are on section 69. 


Hon. Mr. Axszorr: Section 68 is standing. We are dealing with that this 
evening. 


The CHarrMan: Shall section 69 carry? 


Mr. Fraser: Just a minute. On this section I have had a brief handed to me. 
It is too long for me to go over now. It is in regard to annuities. 


Hon. Mr. Assorr: This is not that. 


Mr. Fraser: Well, superannuation. That is section 71, is it? Annuities are 
section 71? 


Hon. Mr. Apporr: Yes. 
Mr. Hazen: Is this similar to the present Act? 


Hon. Mr. Asporr: Yes; it has been widened slightly, I am told, but it is 
substantially identical. 


The CuairMan: Carried. Section 70; is it carried? 

Carried ; 

Section 71? 

Mr. Fraser: On this one I have a brief, but it is too long to read. 
The CHAIRMAN: Would you care to give the committee the gist of it? 


Mr. Fraser: In going through it I find that it is really a personal case. This 
man is objecting to the government not exempting his annuity which he took 
out in 1936. 


The CuarrMan: Are you for it or against it? 

Mr. Fraser: Well, I have not had a chance to go through it. 

The CHatRMAN: Carried. 

Hon. Mr. Assorr: Would you care to discuss that with my officers? 


Mr. Fraser: I would like to give it to the minister now so that he can 
discuss it with his officers. 


Hon. Mr. Assorr: All right, I will have Dr. Eaton look into it. He is a 
specialist in these matters. 


Mr. Fraser: It is from Mr. McNair of Hamilton. I believe he has already 
taken the case up with the department. 


Hon. Mr. Assorr: We will look at it again. 


The CuamrMan: The former manager of the Royal Trust Company at 
Hamilton. Is section 71 carried? 


Mr. Fraser: It looks as though it had a lot of merit in it. 
Mr. Hazen: What does section 71 provide? What is the effeet of it? 
Hon. Mr. Assorr: I will ask Mr. Jackett to answer that. 


Mr. JAcketr: Prior to 1932 government annuity contracts could be entered 
into up to a maximum of $5,000 a year and were free of income tax. After that 
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date they were cut down to a maximum of $1,200 tax free and in 1940 the tax- 
free feature was removed and this provision is to continue the tax-free feature 
with respect to contracts entered into prior to 1940. 

Mr. Hazen: Is that up to $1,200? 

Mr. Jacxetr: Up to $1,200. If it was between 1932 and 1940, and up to 
$5,000 for contracts taken before 1932. 

Mr. Fraser: But the contracts the government signed with people at that 
time, say in 1936, right at the bottom of the contract, indicated that income 
from Canadian government annuity was exempt from federal income tax and 
could not be levied against or seized by any law or court. Despite that you 
charge income tax on it. | 

Mr. Jackrerr: Only on annuities issued after the date the tax-free feature was 
removed. The exception is that under the same contracts, if they have come to 
the government and paid an additional amount for more annuity then that 
increased portion of the annuity is taxable. 

Mr. Fraser: But if you signed a contract, say in 1936, and a man was to 
pay into the government so much a year you come along and claim tax on that 
because he has not paid up the whole annuity? 

Mr. Jacxert: If he was paying in accordance with the contract entered into 
at the time it is not so. It is only where a man has increased the amount. 3 

Mr. Riyrrer: And only for the increase. 

Mr. Jackett: Yes. 

Mr. Fraser: Only for the increase? 

Mr. JacketT: That is right. 

2 Mr. Fraser: Does that apply also on insurance annuities? 
Mr. Jacxerr: They have to be like government annuities. 

~ “Mr. Fraser: Most of the insurance annuities are that way are. they not? 

Mr. Jackett: It is a question of fact as to what is a like annuity. 

Hon. Mr. Assorr: A lot of insurance annuities have other features in them 
and it would be a question of fact. It has become a dead issue now because we 
no loriger permit tax exempt annuities, and have not done so since 1940. 

Mr. Fraser: What about one taken out before 1940 

Hon. Mr. Asporr: It would be something for interpretation by appropriate 
legal authority. — : 

Mr. Fraser: I have an annuity myself which will pay $100 a month as soon 
as I am old enough. Would that be exempt? . 

Hon. Mr. Assorr: I could not tell you without looking at the annuity but 
perhaps you could consult Mr. Lesage or Mr. Hazen who are still in the legal 
business and I am sure they will give you a sound opinion. 5 , 

Mr. Fraser: I am very glad to hear the minister say that because the 
minister did not agree with one of those gentlemen yesterday. 

Hon. Mr. Apporr: He was pleading as an advocate yesterday. 

Mr. Hazen: If I took out a government annuity for $5,000 between May 20, 
1942 and June 5, 1940— . 

Hon. Mr. Asporr: You could not do it because the statute was amended to 
eut down the amount you could-take to $1,200. 

Mr. Hazen: If I bought an annuity prior to 1932 for $5,000 do I pay tax on 
that $5,000 now under the section? 

Hon. Mr. Asporr: No, this section preserves existing contracts. The amend- 
ments were not made retroactive. 

Mr. Harkness: What about the case of a man taking out an annuity at 
that time. I took out one myself, I think it was in 1929. You could pay in a 
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> Bo a at any time and increase the annuity. Are those things taxable 
or not? ; 

Mr. Jackett: They are if the option was exercised—actually the exemption 
was taken off those annuities arising through the taking of the option which 
makes them taxable. | 

Mr. Harkness: The increase? 

Mr. JAcKETT: Yes. 


The CHatrMAN: Shall section 71 carry? 
Carried. 
Section 72. 


Mr. JAENIcKE: Why does this not include inventors as well as authors? 


Hon. Mr. Assorr: We have had no representations from inventors. The 
authors asked for it and made what seemed to be a sound case. 

Mr. Jaenicxe: It looks all right to me, but an inventor may work for even 
more than two or three years. 

Hon. Mr. Assorr: That may be possible and probably someone will come 
along later and ask for consideration. 


Mr. Jarnicke: Unless you could include them under “artistic”. 

Hon. Mr. Apgorr: There is a difference in the case of an inventor. An 
inventor very often gets a royalty over the life of the patent, for 17 years or 
whatever it is. There is a method for dealing with them. 

Mr. Jarnickr: Authors might too. 

Hon. Mr. Anzorr: Yes, but in the case of an author it is very often true that 
the income is concentrated in a year. In the case of a new book th big sales are 
in a limited period. It is not necessarily the case however, with an inventor. 

Mr. JaenickE: This only applies to the assignment of the copyright outright? 

The CuHarrMan: Shall the section carry? 

Carried. 

Section 73? 

Mr. Harkness: I do not understand the import of the second part. 

Hon. Mr. Asperr: Subsection (2s 

Mr. Harkness: Yes. “This section does not apply to an interest in the 
proceeds of sale of the products of an oil or gas well which the owner of the 
mineral rights in the land on which the well is situated may have by reason of his 
having leased the mineral rights to the trustee or other operator”. 


Hon. Mr. Assorr: There is an amendment which I wil] read and then I will 
ask Mr. Jackett to explain the section. There is a minor amendment 
to subsection (1) in which it is proposed that the words “in the products 
thereof or” be inserted after the word “interest” in the third line of 
subsection (1). It will then read “where an oil or gas well is operated under 
an arrangement whereby a person other than the operator has an interest in the 
products thereof or in the proceeds of sale—”, This is in the nature of a drafting 
amendment and subsection (2) is to be revised to read as follows: 

(2) This section does not apply to an interest in the products or in the 
proceeds from the sale of the products of an oil or gas well which the owner 
of mineral rights in the land on which the well is situated may have by 
reason of his having leased, sold or agreed to sell the mineral rights to 
the trustee or other operator or to a person from whom the trustee or other 
operator acquired them: 

Would you explain that, Mr. Gavsie? 


>, . 


Mr. Gavstr: Dealing with the second part first, subsection (2); the purpose 
of this section is to exclude from the provisions of this section what are com- 
monly called head royalties. In other words you have the case of say a farmer 
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who either leases or agrees to sell those mineral rights to an operator. The pur- 
pose of this section is to exclude from the operation of the section royalties which 
would be paid to the famer. Those royalties would be taxed in the usual way 
under the provisions of the Act. This section provides that where an oil well is 
operated and the proceeds of the well are handed to a person who under this 
section is called a trustee and is distributed by him, that person is regarded as 
being a corporation and taxed as a corporation, because those operations are 
normally done through a corporation and the purpose of the section is to prevent 
the operation being set up in such a way as to escape the normal corporation 
taxes. This section is not intended .to apply to the head royalties payable to the 
farmer and it is put in to make it clear that the farmer’s royalties are not subject 
to its operation and would not be included in the amount upon which corporation 
taxes are applied. | 
Mr. Harkness: You say the farmer’s royalty is taxed. I presume that is 
under section 6? | 
Mr. Gavsie: It is income tax in the same way as any income. | 
Mr. Harkness: I did not know whether to bring this up under section 6 or 
under this particular section but it does not seem to me that the royalty which 
the farmer gets for oil-found on his land should be taxed because it is not in my 
opinion income but it is a capital asset. The farmer owns the land and the 
minerals beneath it. His minerals are exhausted and it is not income it is 
the wasting of his capital assets. As soon as the oil is all gone he has completely 
lost that capital asset and he is finished. As the thing operates now he gets his 
share out of the ground and it is looked upon as income and taxed as income 
but it seems to me that is wrong. 
The CuarrMan: Are you arguing that he should have a depreciation? 


Mr. Harkness: I am aruging that his capital is being wasted and the return 
he gets, his capital return, should not be income. The same thing essentially 
applies to a man who has a gravel pit. When he sells the gravel it is looked upon 
as income and he is taxed on it but actually once he has sold it it is gone and he 
has exhausted his capital asset and he has not got income in the proper sense of 
the word. 


Hon. Mr. Apsorr: This question as you probably know has been considered 
year after year both here and in other taxation jurisdictions where oil wells exist. 
There is a 25 per cent depletion rate for the farmer you referred to both here and 
in the United States. It is true he is subject to tax but this depletion allowance 
is made. The point which you put forward is an arguable one. 

Mr. Harkness: Up to the present time the situation has not been acute in 
Alberta because the number of farmers who owned the mineral rights in Turner 
Valley where the oil was originally found was very small but now in the case of 
the Ledue field and a large part of the plains area where oil is likely to be found 
a lot of farmers do own the mineral rights and the question 1s going to become 
increasingly acute. Those persons feel very strongly on the matter. They are 
losing the entire capital because it is being treated as income and they are being 
taxed on it. 1 know one man who has at the present an income of something like 
$700 a day but in three or four years time he will be getting nothing. In the 
meantime he is paying an enormous tax rate. 

Hon. Mr. Asporr: He would be getting the 25 per cent depletion allowance 
‘on that $700. 

Mr. Harkness: It creates some inequity in this way. The farmer next door 
has leased his land on the same royalty basis usually 124 per cent, but a provision 
has been put in that the oil should not be exhausted within a certain number of 
years. In the latter case the income will last ten or fifteen years but in the first 
case it will last only two or three years. Both farmers will receive the same 
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amount of money if prices remain the same but one man will pay an enormously 
greater tax than the other. That is apart altogether from the main point that 
it should properly be looked upon as wasting capital rather than income. 

Hon. Mr. Aszorr: I do not know that I can make much of a comment. I 
have always found the discussion on the oil industry a bit confusing because I 
have no technical knowledge. I know that when we have it in the House I leave 
it to the experts. I’remember once that I read off a long definition about a 
stratigraphic trap. It read very nicely when it came out in Hansard. I must 
confess I was not very clear myself just what a stratigraphic trap was. 

Mr. Harkness: Has any consideration been given to this question? I am 
not talking of a corporation which is formed for the business of exploiting an 
oil well and so forth. I am talking of a farmer who owns the land and owns 
the mineral rights in that land. Has any consideration been given to the fact 
that the exploitation or disappearance of the mineral, in this case oil, in that 
land means the end of his captal interest in it? 

Hon. Mr. Assorr: That is why he is given a special depletion allowance of 
25 per cent. 

Mr. Harkness: The matter is still looked on as income? 

Hon. Mr. Assorr: A portion of it is looked upon as income. 

Mr. Harkness: Instead of it being looked upon, as I think it should be, 
as capital. Has there been any real consideration given to that question where 
the line should be drawn? 

Hon. Mr. Asporr: Oh, yes; it has been urged a great many times. 

Mr. JAENICKE: What do you mean by this 25 per cent depletion allowance? 

Hon. Mr. Asporr: As I understand it if he receives $10,000 in royalties 
or otherwise 25 per cent of that is deducted before he pays tax, 

Mr. JApnicke: I think that is pretty fair. 

Hon. Mr. Assort: So do I. 

Mr. JAENIcKE: That makes provision for the very argument you put up. 

Hon. Mr. Assorr: If one looked at it on a cost basis the first. payment 
would cover the cost of the land to him. 

Mr. Harkness: If you got rid of a quarter of your land every year, just 
sold it off, and at the end of four years your quarter section was gone you would 
not look upon it as very fair if the return you got was treated as income. You 
would think you had sold your farm and it was all capital. You had sold all 
your eapital and you had nothing left at the end of the four years. 

Mr. JAENICKE: But what about the mineral rights. I can compare that 
with a man who has not any mineral rights. 

Mr. Harkness: That has nothing to do with the basic question as to 
whether it is capital or income. 

Mr. JAgenicke: I think a depletion allowance of 25 per cent is very fair. 

Mr. Harkness: You would not get much support among the farmers of 
Alberta for your view. 

Mr. Hazen: The point Colonel Harkness has brought up brings to my mind 
the case of the farmer who sells his stand of trees on stumpage as it is called. 
That has been a very sore point in the province of New Brunswick. When he 
has sold those trees the amount he receives is treated as income. Hag there 
been any change made in the regulations? 


Hon. Mr. Axssorr: I do not think there has been as far as I know. Perhaps 
one of the departmental officials can answer that. I am not aware of any 
change having been made. 


e Mr. Gavsie: If he sells it as standing timber we do not tax it. 
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Mr. Hazen: Pardon. 

Mr. Gavsie: If he sells it as standing timber we do not tax it at all. 

Mr. Hazen: You do not tax it?) You always have; you tax it as income. 
If he sells the stumpage, as it is called down there, and receives so much money 
for it you tax the money he receives as income for that year. That has been 
a very sore point down there. Has that been changed? 

Hon. Mr. Appotr: I think what Mr. Gavsie was referring to was when he 
sold the freehold, sold the land with the timber standing on it. 

Mr. Hazen: He does not-sell the land; he sells the trees. 

Hon. Mr. Assott: The cutting rights. 

Mr. Hazen: The cutting rights over his wood lot. It has been a very 
sore point down there. I think it should be changed. The regulation should 
be changed if it has not been changed because what is happening is that they 
are just getting around it. If he sells the lot with the trees standing on it then 
that is capital and he is not taxed, but if he sells the standing timber and they 
come in and cut it then what he receives is treated as income. 

Hon. Mr. Assorr: I understand that is the way the income tax department 
has interpreted it. If they are wrong the courts would reverse them. I do 
not think it has been tested. There is not any definition in the Act as to 
what constitutes profit in the case of timber operations of that kind. It would 
be a question for determination by the court in the final analysis as to whether 
an operation of that kind did constitute taxable profit or whether it did not. 

Mr. Hazen: I think it is most unfair to regard that as a man’s income FOR: 
one year, what he receives for something he has fostered and conserved and 
developed over a period of twenty years. 

The CuarrMan: Why would he not be further ahead to sell the property 
outright and then after it has been lumbered to buy back the land? 

Mr. Hazen: I think that is what has happened in a great many cases. 
It is a way of getting around the law. 

The CHamrmMan: In that event the man who takes off the lumber would 
pay his proper tax. 

Mr. Hazen: If he sells the standing timber, the stumpage, for $2,000 then 
he is taxed on the $2,000. 

Hon. Mr. Asgorr: But the man who purchases it will have to pay tax on 
what he gets from cutting it off. 

“Mr. Hazen: That depends on what his income is. Let us say that the owner 
sells those rights for $5,000. He is taxed on an income of $5,000, but if he turns 
around and instead of selling the stumpage he sells the whole thing for $5,000 
that is capital and he is not taxed. 

Hon. Mr. Asporr: He has got to find a purchaser who 1s willing to pay $5,000 
for it and pay tax on the lumber he cuts off it. 

Mr. Hazen: What the purchaser is taxed on 1s what he makes out of his 
operation. He might not make anything. 

Hon. Mr. Appotr: The man who is cutting the lumber can charge expenses, 
too, of course. 

Mr. Hazen: He can charge expenses. 

Hon. Mr. Assott: He can charge any expenses. 

Mr. Hazen: Just what his income would be I do not know. I think that 
matter should be investigated and a correction should be made because it has 
caused a great deal of indignation towards the government. ft 

The CuairMAn: Why not send in a brief on that and have it before the 
minister’s next budget? -@ 
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Hon. Mr. Assorr: It would not require any budget change. It either is 
income or it is not. 

Mr. Hazen: It has caused a great deal of feeling. I know the government 
is not very popular among people who have to pay it. What is happening now 
is they are evading it by selling the land instead of the stumpage and then trying 
to get a deed back 

The Cuarrman: Section 74; carried? 

Carried. 

Section 75; carried? 

Carried. 

— Section 76. 


Mr. Fraser: Has the minister explained the authority for this new board? 
Hon. Mr. Asporr: These sections are not new. There were two boards created, 
the income tax appeal board and the income tax advisory board, in the legislation 
of two years ago, 1946, I think. Neither board was set up. In view of the fact 
most of the ministerial discretions have been removed from this law the income 
tax advisory board as it was called—I think that was it—is no longer necessary 
and those provisions are being repealed. The income tax appeal board is being 
continued on very much the same basis as was originally suggested. There is a 
change in the number, the chairman and not less than two or more than four 
members. The reason for leaving that latitude in there was this. It was felt at 
the outset it would not be necessary to appoint a full board of six members, 
that we would start off slowly and see what work was involved, but it probably 
might be necessary later to have a somewhat larger board in order that it might 
be split into two sections. The committee will remember it is contemplated 
this board can travel about the country for the convenience of taxpayers and 
sit in different places. It might be desirable to have an appeal board in the west 
and one in the east, moving about. I might say at the outset it is contemplated 
there will be three members appointed, a chairman, a vice-chairman and one 
additional member. 

Mr. Fraser: Why do you have a salary for the chairman of $13,333.33? 

Hon. Mr. Asporr: That is the salary of a judge of the Exchequer Court. 
That is what the president of the Exchequer Court receives by virtue of the 
increase which was given in judicial salaries last year, I believe it was. 

The CHAtrman: In view of the minister’s statement is the committee willing 
to carry sections 76 to 88? 

Hon. Mr. Assorr: I do not think there is anything controversial in them. 

Mr. Fraser: What sections were asked to be held over? 

Hon. Mr. Assorr: Those are the controversial ones, 68— 

The Cuarrman: I have a note of those and I will protect you on that. 

Mr. Hazen: May I ask about ministerial discretion in the Act? How much 
of it remains under this bill? How much of it is taken over by the appeal board, 
as you call it? 

Hon. Mr. Assorr: None will be taken over by the appeal board. The appeal 
board will be in the position of the first court of appeal from the assessment by 
the minister. It does not exercise any discretions. It will function in law, at 
any rate, in exactly the same way that the Exchequer Court would function. 
It will be less expensive and perhaps a bit more informal in its hearings, but 
the judgments that it will give will be judicial findings, and the requirements 
for members of the board, or at least for the chairman and vice-chairman, are 
those required for a judge of the high court of a province. 

Mr. Hazen: Does it provide for a registrar and clerks? 

Hon. Mr. Apsorr: Yes, there is a staff. That was provided in the origina]— 
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Mr. Hazen: Oh yes, here it is. 

Mr. Jaznicxe: A judge would not lose his superannuation standing? 

Hon. Mr. Asporr: No. There is one variation from the original. proposal, 
that a judge may be appointed to this board for a term period. The reason for 
that was that we thought it might be necessary in order to get the board estab- 
lished to borrow a judge from one of the provinces in order to get it going, but 
that he might not want to stay permanently with this tribunal and would prefer 
to go back to his provincial court. It is purely enabling. I do not know whether 
‘t+ will be found either possible or desirable at the outset, but we thought the 
power should be there in case it was needed. 

Mr. Jagnicke: I think this is a much better idea here than what we had 
about the chairman of the board of transport commissioners a few days ago. 
I think this is a good idea. 

The CuarrMANn: Sections 89 to 95 deal with the Exchequer Court which is 
now the second court of appeal. Are there any questions on sections 89 to 95, 
page 61? 

Mr. Lesace: Is there an appeal from every decision of the appeal board? 

Hon. Mr. Assorr: To the Exchequer Court, yes. 

Mr. Lesace: In any case? 

Hon. Mr. Asporr: In any case in the same way there was from the assess- 
ment by the minister. / 

Mr. Lesage: Whatever the amount may be? 

Hon. Mr. Apgorr: Whatever the amount. The security required is the 
same as before, namely, $400 if it is to the Exchequer Court. 

Mr. Jamnicke: No matter what the amount involyed in the appeal the 
security for cost is $400? . e 

Hon. Mr. Assorr: In the Exchequer Court, yes, and $15 to the income 
tax appeal board no matter what the amount is. 

Mr. Hazen: That provision for $15 is in the bill some place? 

Mr. JACKErT: Yes. 

Hon. Mr. Apsort: Yes, is it section 81, page 58? 

The CuairMAN: What about sections 89 to 95; Exchequer Court? 

-. Hon. Mr. Axssorr: I do not think there is any change in those sections. 
I will make sure. No, there are no changes. They are pretty much standard 
sections that have been in for a good many years. 

The CHAtRMAN: Then are those sections carried? 

Carried. 

Section 96, non-resident. | 

Mr. Fraser: On this section, if a trust company was acting for an estate 
and they paid the money or deposited it in a Canadian bank they would have to 
deduct that 15 per cent just the same? 

Hon. Mr. Asporr: If it is credited to the non-resident, yes. 

Mr. Fraser: They would have to deduct it Just the same? 

Hon. Mr. Assott: Yes. 

The CuatrMAN: Is section 96 carried? 


Carried. 
Section 97. Carried? 
Carried. 
Section 98. Carried? 
Carried. 


Section 99. 
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Hon. Mr. Asporr: We have a minor amendment to section 99, Mr. 
Chairman. The first part of section 99 now reads: 
Where an amount has been paid during a taxation year to a non- 
resident person as rent on real property in Canada, he may file a return 
of income under part I, 


and so on. After the words “he may” should be inserted the words “within 
two years from the end of the taxation year” so that it would read “he may 
within two years from the end of the taxation year file a return of income under 
part I”, and so on. As the section stands now a non-resident would have an 
unlimited period of time within which to file a return, and two years seemed a 
reasonable period to put in. 

The Cuarrman: Shall the minister’s amendment carry? 

Carried. 

Section 100, gift tax. 


Mr. JAENICKE: May I ask a question on section 99 about this tax on rentals 
for non-residents? Was there not some exemption some place on those rentals? 


Hon. Mr. Assorr: I do not know of any. I will check. 

Mr. JAENICKE: It may be just a matter of regulation. I thought it was 
if they did not amount to $750, or something like that. 

Hon. Mr. Assorr: We will check to see if there is anything. Perhaps you 
had better explain that, Dr. Eaton. 


Mr. Eaton: In the Income War Tax Act a non-resident person had the 
right to elect to have the net income from the property that was rented deter- 
mined, and upon determination he still had a personal exemption to offset 
against that income. The law as revised drops that personal exemption, I 
think I might go on to explain the reason for that. The person is not living in 
Canada. He is not a part of our graduated system in Canada on the basis of 
ability to pay. We give to persons resident in Canada who are taxpayers that 
personal exemption on their world income, but here is a non-resident person 
renting property. We thought it proper he should be taxed without the personal 
exemption in view of the fact we were giving him beneficial treatment as com- 
pared to the person who gets 15 per cent taken straight off the ross rental 
payment. It is a little more severe than in the Income War Tax Act, but we 
thought it would be justified. 

Hon. Mr. Assorr: He can claim credit, of course, in the other jurisdiction 
if that is permitted. In the case of the United States, for instance, the reciprocal 
arrangement provides that the tax he pays here he can deduct from his taxes 
there, so we have tried to make sure in the case of non-residents that we get as 
much as we are properly entitled to get since they can claim credit for it in their 
own Jurisdiction, and its seems better we should get it. 

Mr. Japnicke: No matter how small the amount of rental is he will have to 
pay the 15 per. cent tax? 

Hon. Mr. Apporr: Fifteen per cent is withheld, yes. Then he has the option 
of filing a return on a net basis and paying tax without benefits of any exemption. 

The Cuarrman: Section 100. 

Mr. Lesage: On this section, you are familiar with how most of the farm 
properties are transferred in Quebec? 

Hon. Mr. Assorr: This only applies to non-residents. 

Mr. Lesace: Under section 100, gift tax? 

Hon. Mr. Asgorr: Oh, we are on 100 now. 

Mr. Lesace: Suppose a farmer has a farm which is worth with the imple- 
ments $5,000 and, as we say in French, and I will translate word for word, he 
gives himself to his eldest son under the condition that he and his wife are kept 
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until their death. The son then is the sole owner of the farm and he gets all the 
benefits. I wonder if that falls under the exceptions. Do I understand that if 
the farm is worth $5,000 he will have to pay $100? 

The CHarrMAN: There is $4,000 deduction in the first instance. 

Mr. Lesace: I say the farm is worth $5,000. 

The Cyarrman: What is his life expectancy? There would be some value 
there deductible. : 

Mr. Lesage: Would this be deductible? . 

Mr. Hazen: Is it an absolute gift? If the son does not maintain the father— 

Mr. Prnarp: The donation is worthless. It is no good. 

Hon. Mr. Apsorr: It is fairly common practice. It 1s becoming less com- 
mon, perhaps. 

Mr. Lesace: Still in Quebec. 


Hon. Mr. Asporr: They make a donation of their property. It is really in 
contemplation of death. The old gentleman expects before long he will pass on 
to his fathers and he makes it subject to a charge that his son will provide him 
with clothing, shelter and nourishment for the rest of lis life. 

Mr. Prnarp: Cabbages, tomaoes, and all that sort of thing. 

The Cuarrman: May I ask a question on that? 


Hon. Mr. Anzorr: Mr. Jackett tells me under those circumstances the value 
of the gift would be the value of the farm less the value of those charges which 
are imposed on it, and you take the life expectancy of the father, I suppose. 

Mr. Lesace: That is quite all right, but I wanted to be sure that my farmers 
would not be prosecuted and they would not have to pay a penalty. 

The CHatrMAN: Is section 101 carried? 

Carried. 

Section 102. Carried? 

Mr. Hazen: Just a minute. I should like to ask a question. I have made 
some mention of this before. I have not got the figures before me but my 
recollection is that under the Succession Duty Act—of course, it has been 
changed now and we do not have to pay any duty under $50,000—the rates were 
lower than they were under this section. Is that correct for equal amounts? 

Mr. Eaton: I believe sir, that under our succession duty rates as they were 
that it was more frequently found that the gift tax was above the succession 
duty than below. On the average I think there were more cases, depending upon 
the bracket they were in and so on, in which the eift tax was greater than the 
succession duty. In the meantime succession duty rates under dominion law 
have been doubled and the gift tax rates remained the same so I think that 
probably would be no longer true. eh: : 

Mr. Hazen: Would they be about the same now, the succession duty and the 
gift tax? 

Mr. Eaton: The succession duty rates have been doubled since these facts 
emerged. 

Mr. Hazen: Let us take from $50,000 to $75,000; the tax is 16 per cent. If 
that were succession duty what would it be? 

Mr. Eaton: It is very difficult— 

Mr. Hazen: It depends what class it goes to, and so on. We will suppose it 
goes to the son or daughter. 


Mr. Earon: I am sorry, but I am afraid it would be difficult to make a quick 
calculation on that. 


The CuarrMan: Would you send that information to Mr. Hazen and save 
the time of the committee. 
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Mr. Hazen: What I have in mind is really this, that a person who gives a 
property can dispose of the property by his will or he can give it away during his 
lifetime. No matter which way he does it should he not pay about the same tax? 
Should the same tax not be imposed whether he does it by will or whether he 
does it in his lifetime? Is there any principle on which there should be a different 
rate? 

Mr. Eaton: I think it might be argued that the eift tax rate should be 
higher. I think there is a dual purpose of the gift tax. 


Mr. Hazen: What? 


Mr. Eaton: A dual purpose of the gift tax to protect income tax revenue 
and likewise to protect succession duty revenue. I think that if the purpose 
of the gift tax were. merely to protect succession duty revenue it could be 
argued that the rate should be the same, but if in addition to that you have 
to protect against the loss of revenue through income tax then I think it could 
be argued it would be quite proper that the rate under the gift tax should 
. be higher than the succession duty. As I say when succession duty rates 
were half of what they are now they were slightly above, but I think it follows 
now that the succession duty rates have been doubled that these rates are below 
possibly what they should be in order to serve the dual purpose to protect 
against revenue on the succession duties and revenue under income tax. 
| Mr. Hazen: Up to $1,000, or under $1,000 there is no gift tax? A oft, 

under $1,000 does not pay tax? 

Mr. Eaton: That is correct. They do not count as gifts. They are not 
recognized as gifts. 7 

Mr. Hazen: Is there another provision about $4,000? 

Mr. Eaton: That is correct. That is a straight exemption. 


Mr. Hazen: If I have four children and I give them each $4,000 in one 
year would I have to pay gift tax on that? 

Mr. Eaton: There would be a gift tax on $12,000. $16,000 is being given 
away in four $4,000 lots. 

Hon. Mr. Apporr: Unless it did not exceed one-half the difference between 
your taxable income for the immediately preceding taxation year and the tax 
that was payable thereon. That is the other provision. It is $4,000 or that 
ascertainable figure. 

Mr. Lesace: It is the amount given by the donor and not the amount 
received by the donee. 

Hon. Mr. Assorr: Or beneficiary. 

The CHairMAN: Can he not make as many one thousand dollar gifts as he 
wants to and they are not taxable at all? 

Mr. Eaton: That is correct. They just do not count. 

Mr. Lesace: Do you consider a donation with a resultory clause immediately - 
as a gift, or do you wait until it has been proven the resultory clause will not 
happen, when the donation becames final? 

Hon. Mr. Asporr: Mr. Jackett probably does not know what a resultory 
clause is. 

Mr. JAckeTT: Subject to a condition. I have never had to face the problem. 

Mr. Lesace: I give you $10,000 but it is understood if a certain thing 
happens you will give it back to me. When is it taxable, when it is acquired? 

Mr. Jackerr: My offhand opinion would be it would be taxable immediately 
but you would have to take the substantive condition into consideration in 
determining the value of the gift. 

Mr. Lesacr: Only in determining the value of the gift. 
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Mr. Jackett: Yes. 

Mr. Lesacr: Suppose the condition arises and there is no more gift and the 
$10,000 has to be paid back. Will you pay back the tax? 

Mr. Jackett: Not at all. 

The Cuarrman: I think you had better buy a sweepstake ticket. 

Mr. Lesage: No, no. I think this question is important because very often 
you see donations in Quebec with that provision. 

“Hon. Mr. Assorr: I understand people sometimes give gifts subject to 
certain conditions that the recipient does not marry again or something like that. 
That can happen. That is a more common provision under wills than it is 
under gifts unter vivos. . 

Mr. Lesace: It has happened with donations. 

Hon. Mr. Assotrr: It could happen, yes. 

Mr. Lesacn: If the receiver has to give back the money I think the tax 
should be refunded. Will you look at that? 

Hon. Mr. Apsorr: I am sure your opinion would be as good as Mr. Jackett’s. 

The Carman: Are sections 103 and 104 carried? 

Carried. 

Section 105, administration. 

Mr. Fraser: Subsection 3 of 105 means that the minister can extend the 
time for an individual or for the whole country? 

Hon. Mr. Assorr: That is correct. 

The CuHarrMAN: Carried. 

Section 106. 

Mr. Harkness: What about section 1(b), “prescribing the evidence required 
to establish facts relevant to assessments under this Act.’’ Why is it necessary to 
have that in there? 

Mr. Jackett: That is put in so that where you have a common class of facts 
which are relevant in assessment such as, for example, gifts to charities, they 
can require them to submit receipts. That is actually spelled out in the Act, 
but for some things by regulation they can require the taxpayer to submit 
evidence with his return. 

Hon. Mr. Asporr: I think it is really a relieving section rather than anyr 
thing else. The strict rules of evidence are sometimes pretty rigorous, and 
here the idea is in connection with facts relevant to assessments the minister 
can prescribe what. he will accept as evidence. He could accept a statutory 
declaration instead of a birth certificate. It is that sort of thing. 

Mr. Harkness: All I was getting at was whether this was there for the 
purpose of enabling the evidence required to be of such a nature that it would 
be very difficult for the taxpayer to put it in. 

Hon. Mr. Axssorr: No, it is really for the other purpose. 

Mr. Harkness: That is what I wanted to find out. 

Hon. Mr. Axnsorr: That is why it is restricted to facts required in con- 
nection with the assessment and does not cover a broader field. 

Mr. Lesace: My experience proves to me that is right because in certain 
cases if we had had to give clear: evidence on a certain taxpayer’s right to 
exemption we would have been deprived of the exemption. 

Mr. Hazen: Why is the Governor in Council given authority under (h) to 
define the classes of persons who may be regarded as dependent for the purposes 
of this Act? 


Mr. Lesacr: That is another relieving section. 
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Mr. Hazen: Why are dependents not defined in the Act? 

Hon. Mr. Assorr: Perhaps Mr. Jackett might explain why a little flexibility 
is needed there. 

Mr. JAackretr: As everybody knows there is an administrative rule at the 
moment that if a child or other dependent does not have income exceeding $400 . 
it shall nevertheless be regarded as wholly dependent. There is no law in the 
Income War Tax Act for that. The department has taken it on themselves for 
practical reasons to lay down such a rule, and it was thought advisable they 
ought to be given some authority for overlooking what in effect is a substantial 
amount and really takes away the characteristic of being wholly dependent. 

The CHatrman: Shall the section carry? 

Carried. 

Section 106. Is it carried? 

Carried. 

Section 107, debts to His Majesty. Carried? 

Carried. 

Section 108. Carried? 

Carried. 

Section 109. Carried? 

Mr. Fraser: Section 109 is not new? 

Hon. Mr. Asport: None of these are new. 

The CuHarrMan: Carried. Section 110. Carried? 

Carried. 

Section 111. Carried? 

Carried. 

' Section 112. Carried? 

Carried. 

Section 113. Carried? 

Carried. 

Section 114. Carried? 

Mr. Fraser: Just a minute. With reference to books and records, at the 
present time there are inspectors going around checking on different people whom 
they suspect are not paying their income tax. What authority have those people 
to look at the books of a taxpayer? 

Hon. Mr. Assorr: Would you answer that, Dr. Eaton? What authority 
has an inspector to look at books of record for checking returns? 

Mr. Lesacu: The authority is under section 115. 

Hon. Mr. Assortr: Section 115, Mr. Fraser. 

Mr. Fraser: I mentioned this in the House a year ago regarding inspectors 
who went into one office, and the doctor showed them his books and said, 
“There you are.” He said, “Do you want anything else?” He said, “If you do 
just call me. I will be through with my patient in a few minutes.” When he 
got through with his patient he came out and the inspectors had gone through 
his desk. What do you do in a case like that? They have not got the 
authority to do that, have they? I brought it up before in the House. They 
have no authority for anything of that kind. 

Hon. Mr. Assorr: They should not do it. 

Mr. Fraser: That is what I am getting at. The minister would not stand 
for it if he knew it. 

Hon. Mr. Assorr: You know as well as anyone that when you have 
thousands of employees they sometimes exceed the bounds of propriety, but the 
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ereat majority, it is hoped, behave properly, and conduct themselves in the way 
they should. That is the sort of thing, as a lawyer knows, that should not be 
done without a search warrant. 


Mr. FRASER: That is what this man thought, and he was very peeved about it. 
Eventually he got things straightened out and he did not owe any tax so he was 
’ all right. 

Mr. Jamnicke: How many of these inspectors have you got? There is a 
rumour current in the country you have engaged a host of detectives anid 
policemen and persons of that nature to go around the country and check up 
on people. I presume you have read that in the newspaper despatches. 

Hon. Mr. McCann: We have no detectives and we have no policemen and 
we do not maintain a gestapo. 

Hon. Mr. Apsorr: I thought that was propaganda against the government. 

Mr. Japnicke: I should like to know how many there are of these special 
investigation officers? : 

Hon. Mr. McCann: Oh, the full force would be probably in the neighbor- 
hood of 150. 

Mr. Lesace: Not as many as we would have under a socialist government, 
anyway. 

The CuarrmMan: Order, gentlemen. 


Mr. Harxness: Under section 114, what is the penalty for a man who 
does not keep books? 

Hon. Mr. Apporr: We will be coming to the penalty sections. We are 
coming to those in just.a minute. | 

Mr. Harkness: As far as this particular section is concerned what penalty 
is there? : 

Mr. Jackett: A fine of not less than $200 and not exceeding $10,000 or an 
option of six months. 

Mr. Harkness: What again is the situation of a farmer who cannot keep 
books, in some cases cannot write, and so forth? What: do you do with him? 


Hon. Mr. Asgorr: I am sure the court would be very lenient in those 
circumstances. 


Mr. Harkness: Do you actually exact that penalty? 

Hon. Mr. McCann: No. 

Mr. Harkness: I am asking what the practice 1s. 

Hon. Mr. McCann: We never have. With anyone who is illiterate we 


have never exacted any penalty from them, but we require them to go and get 
somebody who can read and write to attempt to make a return for them. 


The CHarrMAN: Section 115. Carried? 

Carried. 

Section 116. Carried? 

Carried. 

Section 117, stand. 

Hon. Mr. Apporr: That is one of those that are standing. 
The CHAIRMAN: Section 118. Carried? 

Carried. 

Mr. Hazen: Under section 117— 

The CuHairMAN: That section stands, Mr. Hazen. Section 119, stand. 
Hon. Mr. Assorr: That stands, too. 

The Cuarrman: Should section 120 stand as well? 

Hon. Mr. Assorr: No, I do not think so. 


Ce i 
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The CHARMAN: Carried. 

Mr. Fraser: I do not know whether it comes under this section, but I have 
brought up in the House the case of a grocer who has a business and his family 
take goods from the business and use them for their own food supply. I had 
a grocer at Peterborough tell me that the inspector came along and said, “Now, 
look, you have put this down at the wholesale price. You should have put it at 
the retail price.” I think the grocer should be allowed the wholesale price 
because if he went out to some of the chain stores he would pay the retail price 
one day and the wholesale price the next day. 

Hon. Mr. McCann: It is never cut that thin. 

Hon. Mr. Assorr: I am told it has never been cut that thin, and if that 
were done again it would be an excess of zeal on the part of the inspector. He 
should not do it. 7 

Mr. Fraser: They came back on it. 

Hon. Mr. Asport: You give his name to the minister and I am sure that 
will be correeted. 

The CHAIRMAN: Section 121. Carried? 

Carried. 

Section 122. 

Mr. Lesace: Is 119 carried? 

Hon. Mr. Asportr: No, that is standing. We have stood over all the sections 
you are interested in. 

The CHAIRMAN: Section 122. Carried? 


Carried. 
Section 123. Carried? 
Carried. 
Section 124. Carried? 
Section. 


Section 125. Carried? 

Mr. Isnor: Before you leave 124— 

The CHAIRMAN: Did you say 134? 

Mr. Isnor: 124; I want to look that over. 

Mr. Lusace: Why is 123 necessary? 

Mr. Jacketr: Because there is a provision in the Criminal Code for 
suspending sentence. 

Mr. Hazen: Why should not sentence be suspended in some cases? 

Mr. Isnor: Are we dealing with 124? | 

The CHAIRMAN: We will revert to 124. 


Mr. Isnor: I do not think it is a case of reverting. Will the officials refer to 
clause 9, please. Have you had any trouble in respect to proof of filing returns? 


Mr. Jackrnrr: You say subsection 9? 

Mr. Isnor: I think it is subsection 9. | 

Hon. Mr. Aspotrr: Page 80? 

Mr. Isnor: Yes. 

Hon. Mr. Assorr: That relates to proof of no appeal. 

The CuHairMAn: I think perhaps you are referring to subsection 6. 


Mr. Isnor: Yes, thank you, Mr. Chairman. Has there been any trouble in 
respect to that particular clause? I recall one case which was brought to my 
attention last year in which an individual claimed he had made a first and 
second return and there was still no recognition of his claim that he had so 
filed. What action do you take in a case of that kind? 
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Mr. Gavsie: Filed a return or an appeal? 

Mr. Isnor: Filed a return. The return is what I have in mind. 

Mr. Gavsige: I should like if he produced evidence which would make it 
‘clear that he had actually filed his return there would not be any penalties 
placed on him. Now, the rule about when a return is filed is different, of 
course. If a return is mailed it will be accepted as of the time it is posts 
marked. If it is brought in there is a stamp put on it immediately it is handed 
over the counter. I presume you have reference to the case where something 
is lost in the mails or lost in the office. 

Mr. Isnor: It could be that. 

Mr. Gavste: We would ask him to produce evidence by way of an affidavit 
to establish the facts. 
| Mr. Isnwor: You would accept that? 

Mr. Gavsie: If we were satisfied it was correct we would accept that 
and then he would file a new return and we would not impose any penalty for 
late filing or anything like that if we accepted that. 

Mr. Isnor: I do not want to make an extravagant statement but I am 
inclined to think he made a first and second and was requested to make a 
third. Certainly there was a second one, and they still insisted he should 
make a further return and would not recognize his claim that he mailed it on 
such and such a date, and a penalty. was imposed. 

Mr. Gavsie: Mr. Fisher tells me in one case recently a man was prosecuted 
for failing to file a return. As a matter of fact, he had filed it and it had been 
lost and found and we are proceeding to remit the penalties that were imposed 
upon him. 

Mr. Isnorn: Thank you very much. 

The CHAIRMAN: Section 126, stand. 

Hon. Mr. Apsorr: Mr. Macdonnell wanted that to stand. 

The CHAIRMAN: Section 127. 

Hon. Mr. Assorr: This is a long section. It represents a lot of work on 
the part of the draftsmen. 

The CHAIRMAN: Carried? 

Carried. 

Section 128. Carried? 

Carried. 

Section 129. Carried? 

Carried. 

Section 130. Carried? 

Carried. 

Section 131, Carried? 


Hon. Mr. Asppotr: There is a minor amendment to section 131 which should 
go in. It is a technical thing. The section reads: 
Part II of this Act is applicable to amounts paid or credited after 
1948 and the other provisions of this Act are applicable to the 1949 
and subsequent taxation years. 


After the words “other provisions of this Act” we want to insert the words 
“unless otherwise specifically provided”, so that it would read “and the other 
provisions of this Act unless otherwise specifically provided are applicable to 
the 1949 and subsequent taxation years.” 

The CHAIRMAN: Carried? 

Carried. 
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I will read out the list of the sections which have been marked stand, 
and if there are any omissions would you please call them to my attention now. 
Section 51; Section 57, subsection 1, paragraph (e); Section 68, Section 117; 
Section 120— . 

Mr. Rinrrer: Section 119. 3 

The CHAIRMAN: Section 119; Section 120; Section 126— 

Mr. Lesace: Section 120 was carried. 

Hon. Mr. Assotr: Section 120 was carried. 

The CuatirMAN: Thank you. Shall we convene at 8.30? We promised 
these contentious sections would be taken up then. 

Hon. Mr. Assorr: Perhaps we could dispose of section 57, subsection 1, 
paragraph (e). Colonel Harkness asked if we would consider his proposed 
amendment to include under the exemptions the income of what might be 
generally described as charitable trust. He proposed a suggested amendment. 
I considered that with the officers of my department yesterday and today, 
and I do not feel I can put in an amendment in those terms. All I can say is I 
will give some further consideration to see whether it would be possible to 
relax that in some way. I do not see at the moment how we can. I do not 
think I could extend it to allow an exemption for income of a charitable trust 
which is accumulating to be paid to the charity at some later date. That 
does not absolutely close the door to further representations, but all I can 
say now is I cannot agree to it at this time. 

The CuarrMan: Shall the section carry? 

Mr. Harkness: You have no alternative amendment which would cover 
the point either here or in any other place? 7 

Hon. Mr. Apporr: I have not at the moment, at any rate, no. 

Mr. Hazen: Was it ever the law that a trust of that kind was exempt? 

Hon. Mr. Assott: Never. 

Mr. Harkness: It was exempt unti! the old section, 114(4), which is 
presently section 58, was introduced. The reason a charitable trust of that 
kind was held to be taxable in the Burns case, at any rate, is because of the 
presence in the Act of section 11(4), I think it 1s, which was not there a few 
years ago. 

The CHAIRMAN: Shall we take sections 117 and 119? 

Hon. Mr. Assotr: I cannot accept the amendment now. 

Mr. Harxness: We are still dealing with this matter. A question was 
asked as to whether the situation was that at one time the income accumulating 
in a charitable trust was not subject to tax. That was the situation until the 
old section 11 (4) came into the Act. It was on the basis of 11 (4) that a 
decisions was given against them in the Burns case. 

Hon. Mr. Asrorr: I will check to see when 11(1) came into the Act, and 
what it was. 

Mr. Harkness: 11 (4). It is the same as 58— 

Hon. Mr. Assotr: 58 (4). 

Mr. Harkness: 58 (3) and 58 (4). 

Hon. Mr. Asporr: I think it was 58 (4). I do not know when that came 
in. That certainly has been in there a good many years, in any event. Section 11, 
subsection (4) has been in the law for a good many years. IT would have to go 
back to see how long ago that was. 

Mr. Harkness: I know it was not in at the time this trust I have referred 
to was set up, and several others. 

The CHarRMAN: Shall section 57 carry? 
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Carried. 
May we now take section 117? 
Mr. Lusace: Section 117 and 119 are all related. What I would propose 
there is the same amendment as I proposed to section 51. 
Hon. Mr. Assorr: Would you let me have a copy of your amendment? 
Mr. Lesace: I can read what I have here. I would put at the beginning 
of the section— 
Hon. Mr. Aspotr: Which section? 
Mr. Lesacr: Section 51, the following words, 
Unless he has been prosecuted under section 119 of this Act for the 
same default as hereinafter set out, every person who has failed to make 
a return— 


I would leave the rest of the situation as it is. I did not say convicted because 
if he is acquitted he is autrefois acquit. 

Hon. Mr. Apsorr: Would you put that at the beginning of section 51 or any 
appropriate place from a drafting point of view? | 

Mr. Lesace: We could add at the end that this section does not apply to 
persons who have been prosecuted on the same ground under section 119. 

Hon. Mr. Assorr: I will just have a word with the solicitors to see what 
their reaction is to your amendment, Mr. Lesage. 

I had prepared a proposed amendment to section 119. If the members of 
the committee will look at section 119, I will read it. You will see that as this 
amendment is put in, it relates to these other sections. Section 119 is the 
penal section which provides, under the heading of offences, for conviction and 
penalties. I would not change the first two subsections but I would add the 
following subsection: : 

Where a person has been convicted under this section of failing to 
comply with the provisions of this Act or regulations, he is not lable 
to pay the penalty imposed under section 51, section 112 or section 117 
for the same failure unless he was assessed or that penalty was demanded 
from him before the information or complaint giving rise to the conviction 
was laid or made. 


The committee will appreciate that means if the person was assessed for 
the penalty and it was demanded from him, that is the penalty under section 51 
and he failed to pay it, then he cannot be convicted under this section of failing 
to comply. 

Mr. Lesacr: If he received the notice of penalty assessment before he was 
prosecuted—I think that is reasonable. 

Mr. Isnor: I think it gives reasonable protection, and it gives it all in one 
section. 

Hon. Mr. Assotr: It meets your case, where a man might ignorantly be con- 
demned and the penalty imposed and then they would impose a penalty on 
assessment under section 51. 

Mr. Lesace: That is it. I think the worst feature is that the penalty is 
imposed on a man after he has paid his fine and costs. However, if he is 
assessed for the penalty at first and doesn’t pay the penalty, I do not see any 
objection to him being prosecuted and paying the fine. He did not pay the 
penalty he had to pay. I think that is only reasonable and fair. | 

Hon. Mr. Assorr: We could do it in the one section. 

Mr. Lesace: Would you need that third line of section 119, “in addition to 
any penalty otherwise provided”? 

Hon. Mr. Assotr: It would still be necessary because of the exceptions, 
you see. I think the exception covers the case. 
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Mr. Lesace: That is right. I think the amendment is fair. 

Hon. Mr. Assporr: You might move that, Mr. Lesage. I will accept it. 

The CuairMan: You have heard the amendment to section 119. All those 
in favour? 


Carried. 
Shall the section as amended carry? 
y Carried. 
Hon. Mr. Assotr: That leaves section 126. Could we take section 126, 
Mr. Macdonnell? 


Mr. Fraser: In connection with section 126, I wonder if the minister took 
any notice of the letter he received from the Toronto Board of Trade? 

Hon. Mr. Asporr: I have forgotten what representation the Toronto Board 
of Trade did make. 

Mr. Frasmr: (They said, 

As compared with bill No. 454 of last year, bill No. 338 reveals a 
tendency to revert to administrative rigidity and arbitrary control in 
several instances. This appears in perhaps its most extreme form in the 
changes made in the treasury board clauses appearing in section 126. 
It had been hoped that with the passing of abnormal war-time conditions 
the government would find it possible to dispense with a much greater 
measure of administrative rigidity and arbitrary control. 


That is all they had to say about section 126. 


Hon. Mr. Asporr: I think it is fair to say that a good many of the sub- 
missions, including the one you have mentioned, argued for the repeal of this 
section. It was a section which was put in during war-time to prevent tax 
evasion. It is quite a drastic section, of course, and recognized as such. I know 
it is very difficult for lawyers to advise their clients in connection with a 
particular transaction in view of the presence of this section in the Act. I 
remember I found it difficult, myself. | 

Mr. Fraser: Could it be modified? 

Hon. Mr. Asporr: It is a section that has been put in to try to stop some 
of the things Mr. Hazen was complaining about last night. 

Mr. Hazen: I do not see why these things cannot be put in the Act itself. 

Hon. Mr. Assorr: The devious ways of the income tax evader are so creat 
it would take quite an Act to spell them all out. 

Mr. Hazen: We have had a good many years’ experience now. 

Hon. Mr. Ansorr: By the time you get through a dozen companies— 

Mr. Hazen: We have had an Income Tax Act since 1917. We ought to 
have enough experience by now. 

Hon. Mr. Assorr: By the time you go through companies formed in 
Panama, Nassau and what have you, the change in the character of the 
transaction is material. We find from experience there are some very ingenious 

_ tax lawyers and accountants floating about. There is an appeal, of course, to 
> as Exchequer Court from the Treasury Board on this matter. 
| The Cuarrman: Shall section 126 carry? 

Mr. Macponne.tu: No, Mr. Chairman. 

Mr. Isnor: In connection with section 126, is there any clause in this bill 
which directs a company which wishes reorganization along the lines suggested 
by Mr. Hazen last evening, or which gives the company authority to do so 
if the proposed plan is set forth? Is there any provision of that kind? 

Hon. Mr. Aszsorr: I do not think there is anything in here which prevents 
a legitimate reorganization; nothing at all. 

4 
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Mr. Isnor: ‘There might be a question in the mind of the taxpayer as to 
whether it is in conformity with the Act. He might possibly wish to divide 
his business into three branches; one, merchandising; another real estate and 
another agencies. He may believe that to be a little better set-up in so far’ 
as income tax purposes are concerned. With that in mind, he might take the 
proposition to the income tax office. Have you any regulation dealing with 
a case of that kind? 

Hon. Mr. Apporr: With that set of facts, I would not think this section 
operated at all. Naturally, in those circumstances, the business man in question 
would want to consult his lawyer. He would say, “This is what I propgse 
to do; is it in conformity with the law?” His lawyer would be able to tell 
him, I think. 

Mr. Isnor: Iam not dealing with lawyers, but directly with the income 
tax department. ; . 

Hon. Mr. Apsorr: Perhaps the income tax department would give an 
epinion, but that is not their function. ; 

Mr. Isnor: Supposing he divides his business in that way in 1947 and, in 
1948, he shows his business operations under three separate headings. Those 
- three headings would have to be explained to the income tax office. 

Mr. Gavsie: On occasions people-do present a set of facts to the depart- 
ment and say, “If I do so and so what will my position be taxwise. Will I 
be subject to such and such a tax?” On occasion we do give an opinion. We 
are not obliged to do so under the Act, but to help out we do it occasionally. 

Hen. Mr. Asporr: The practicing lawyers discourage that practice. 

Mr. Isnor: I raised that question because it is tied in with section 126, 
Mr. Chairman, and you may possibly avoid some trouble under that section. 

Hon. Mr. Apsotr: I think in a good many cases, where taxpayers are in 
some doubt as to whether section 126 would apply, they do just what Mr. 
Gavsie has indicated and present their case to the Department of National 
Revenue. They say, ‘We believe this is all right; we are telling you exactly 
what we propose to do but we would like yeu to say whether you consider, 
within the letter and the spirit of the law, it is all right.” 

Mr. Macponnetu: Mr. Chairman, have you got a message from the Dir- 
ector of the Canadian Tax Foundation with regard to this Section? 

The CuatrMaNn: I have a wire which I reported to the committee yesterday. 
I will read it. 

Section 126 of bill 338 changes the existing law in section 32A of 
Income War Tax Act which was contained in bill 454 to read quote one 
of the purposes unquote instead of quote the main purpose unquote stop 
It has been repeatedly objected against the existing provision that it casts 
a continuing cloud on legitimate transactions and prevents finality stop 
The revised terms of bill 338 seriously aggravate these objections stop 
As consideration of tax consequences where they arise is a necessary 
factor in any prudent business decision we respectfully request that this 
provision be reconsidered from staindpoint of normal taxpayer and desired 
finality and clarity of the law. 

Mr. Macponneuu: I should like to make one or two observations in this 
connection. In the first place, I should like to recall to the minister what he 
said last night which I thought was very true. I think it was in commenting 
on something Mr. King Hazen said, and his words were something like this, no 
one is required to find ways in which he could pay taxes. ~ 

May I reverse that, and in commenting on it, I will read the first three 
lines of section 126. 
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Where the Treasury Board has decided that one of the purposes for 
a transaction or transactions effected before or after the coming into 
force of this Act was avoidance or reduction of taxes that might other- 
wise have become payable under this Act. 


Now, I think I am one of the people who dislikes most improper, sharp and 
dishonest evasion of the tax law. Nevertheless, surely a reduction of taxes, and 
it says, “Avoidance or reduction’—surely there is no competent lawyer or 
chartered accountant in Canada who has not been legitimately consulted as to 
the form of corporate set-up which would result in a minimum of taxation 
within the law. 

I observe that this telegram points out the rigour of this clause has been 
enormously increased through the change from “the main purpose” to “one ot 
the purposes.” It seems to me this is a very important section. 

Hon. Mr. Asporr: I would not object to going back to the old wording. I 
may say I do not think it makes much difference. 

Mr. Macponnetu: If it does not make much difference, perhaps we should 
discuss it a bit further. 

Coming back to the letter of which Mr. Fraser spoke, I should like to read 
a little more of it because there is a question raised which it was said, when this 
committee began a few days ago, might arise. I will just refer to part of it. The 
letter refers to the provisions of section 126. It is suggested that the provisions 
are harsh and unnecessary. Then the letter continues: 

The board feels that the representations of the business community 
on the features mentioned above should be incorporated into bill No. 338 
to a substantially greater extent than is the case. It, therefore, requests 
that 1t be given an opportunity to present its views on these matters 
when the bill is in the committee stage. This will enable the members 
of the House committee concerned to hear these recommendations and the 
reasons for them direct from representatives of business interests. 


Now, it seems to me the fact you have this telegram from the Canadian 
Tax Foundation which is ‘a very respectable organization, and the fact that they 
are questioning this—by the way, the telegram continues, if you will remember 
and speaks in rather general terms of certain facts. It reads, 

—it has been repeatedly objected the existing provision that it casts a 
continuing cloud on legitimate transactions and prevents finality. The 
revised terms of bill 338 seriously aggravate these objections, 


We have made very rapid progress, but regardless of that, we have here 
a request from serious people questioning certain features of the bill. They 
are backed up, to some extent at any rate, by the Tax Foundation, one of the 
bodies which has taken part in the negotiations. I suggest now, before going 
oat the matter further, we give these people an opportunity to be heard. There 
is time. 

Hon. Mr. Asporr: I would not want to try to cut anybody off. I am 
rather familiar with this section. I am very familiar with the representations 
of the Tax Foundation. I have discussed it with the members of the Tax 
Foundation myself, most of whom are well-known to me. I know exactly what 
their objections are. However, I admit the rest of the committee do not. 
We could read the brief presented by the Tax Foundation. The only thing they 
can say is exactly what they say in their telegram, that the terms of the section 
are such that they do not make for certainty when people are entering into 
certain transactions. People cannot know in advance, in some cases, whether 
or not they are going to be subject to the application of section 126. 

Mr. Macponneuu: If I may say so, this is the very difficulty of which 
some of us were afraid. We thought we would get to a situation where the com- 
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mittee would have to take someone else’s view, a very good view indeed, but 
someone else’s view as to the views of some of these people concerned. — 

Now, this is of sufficient importance to warrant giving these people a 
chance to be heard. They are serious people and I would have thought they 
would be afforded this opportunity. After all, this is an important matter. I 
would have thought the committee ought to have the best chance of reaching its 
own conclusions. After all, the minister has been good enough— 

Hon. Mr. Apporr: I have no objection to that. This is new law. If the 
Tax Foundation feels that, by removing the word “main” it makes the clause 
less rigorous, I am quite satisfied to revert to the law as it has stood since 1941 
or 1942. However, perhaps that is not enough. 

Mr. Macponnetu: I am rather at a loss. I am not as familiar with it 
as the minister is. 

Hon. Mr. Asport: Mr. Macdonnell, I was parliamentary assistant to 
Mr. Isley when the section was revised in its present form. It was revised 
because of some particularly glaring cases of tax evasion. Mr. Ilsley felt that 
we could not, when people were paying the taxes they were during the war, 
let people get away with tax evasion by perfectly legal means. There was not 
a way you could get those evaders except by this section. 

I am quite aware of the embarrassment a general section of that kind 
imposes. Both Mr. Isley and myself came to the conclusion you had to 
have some section of this kind in the Act. Now, I used to do a good deal of 
tax work in my private practice. I know the difficulty of a section such as this. 
I know how difficult it makes it for lawyers who are trying to advise honest 
clients with certainty. 

Mr. Macponnewu: I think we are fortunate you are as familiar with it as 
you are. However, I am saying it is desirable to have these people satisfied. I 
am also suggesting that, conceivably, due to their presence, some members of 
the committee might change their minds. 

Mr. Isnor: Is Mr. Macdonnell referring to this bill, 338 or the lower portion 
- of the communication from the Board of ‘Trade of the City of Toronto which 
deals with bill No. 298? 

~ Mr. Macponnext: No, I am referring entirely to bill 338. Have you seen 
the letter from the Toronto Board of Trade? I am referring to section 126. 


Mr. Isnor: They refer to two bills in their communication. . 

Mr. MacponnELu: Yes, but the second one is all through. 

Hon. Mr. Asporr: Perhaps the committee would be interested in my reading 
from the brief of the Tax Foundation. 

Mr. Macponneu: If the minister is prepared to ask these people to come, 
should they not be asked at once? . “ 

Hon. Mr. Apsorr: My only objection to it is this; if we allow the Tax 
Foundation to come here and give evidence on one of the tax evasion sections— 
I was going to say it does not affect the general taxpayer very much—could we 
‘stop with that organization? It seems to me the door is opened wide to repre- 
sentations from anyone who feels interested in making a presentation on the 
ceneral clauses in the income tax law. What precedent are we establishing? 

The CHatrman: Do you not think we ought to take a half hour now and 
see if we cannot reach an agreement on the matter? 

Hon. Mr. Assorr: Mr. Douglas was here the other day. 

Mr. JaentcKe: How often has this section been invoked since this case of 
which you spoke? . 

Hon. Mr. Asporr: About four times. | 

Mr. Trwtns: I should like to cite an instance, if I may, to see whether 
it does not fit into this picture. A man and his son are working together as 
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builders. During the course of their work they build an apartment block which 
is worth about $100,000. In the course of time, the father retires from active 
business. He has been out of the business for, say, ten years. In the meantime, 
a real estate boom comes along. Let us say that last year the building was 
worth $200,000. They want to sell it. They go to the tax office in the city of 
Toronto and they tell their story in an informal way. They would like to sell 
and they would like to know what the department says. The department says 
It 1s all right. It is believed the increase should be charged as capital and not 
as Income. . 

It is referred in an informal way to Ottawa. The deputy minister says, 
“Once a builder always a builder. You are in the building business and you 
have made your profit. It has gone up from $100,000 to $200,000. If you sell 
now, you are going to have to pay tax on that $100,000.” 

The old gentleman has to make a decision. Is he going to tell his son to ~ 
sell the building because he believes there is no finality between Toronto and 
Ottawa about this thing? He will not report it. Well, eventually he will get 
caught. Is he going to wait for the rest of his ife, when he thinks another set 


of circumstances will arise? He decides to sell, and gets caught. 


Hon. Mr. Assorr: He could appeal that decision: that is a question of law. 
Section 126 would not apply. The purpose of the sale is not to avoid taxation. 

Mr. Timmins: He takes a chance. $100,000 is a lot of money to a small 
man. He takes a chance. He could get caught under this section, could he not? 
_ Hon. Mr. Asporr: No, he would not be affected by this section at all. It 
1S purely a question of whether the $100,000 is capital appreciation or income 
within the rules applying to income under the Act. 'This section is simply an 


- attempt to strike at the cases where people enter into transactions primarily 


for the purpose of avoiding taxation. 

There are various devices which are maintained. A series of companies 
may be set up in one country or another; that sort of thing. There are many 
ways of doing it. These are things which one cannot spell out in the Act. 
Before section 126 was enacted they were legal, so far as Income tax purposes 
were concerned. 

The case you have cited is purely a question of whether or not that is 
income. The Income Tax Department might be right in saying he was a 
builder and his principal business was that of a builder. Therefore, any profits 
which he derived from ‘building and selling real estate were taxable profits. 

Mr. 'Trmmins: I shall not labour the point, but I have not stated the whole 
case. The fact of the matter is that the new deputy minister came along and 
said it would not be taxable. 

Hon. Mr. Assorr: I think the new deputy minister was right, on the facts as 
you have given them to me. 

Mr, Fiemine: If we are going to get back to a discussion of the section, 
I think we are going to pass over the point raised by Mr. Macdonnell before 
we have reached a decision on it. We should reach a decision on whether we 
should hear representations from the Tax Foundation and the Toronto Board 
of Trade. I do not deny, if representations are to be received orally from the 
Tax Foundation or the Board of Trade, others may wish to be heard. You 
cannot discriminate between them. On the other hand, I think there are 
several factors to which due weight should be given. 

First, the people to whom we are referring have made a definite request 
they have an opportunity to be heard. They are making that request. 

Hon. Mr. Asporr: They have not made it to the chairman? 

Mr. Macponnet: In a letter addressed to the minister. 
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The Cuamrman: My point is this, Mr. Fleming, and it may save time: the 
minister was about to read the written representations made by the Tax 
Foundation in regard to this problem. My suggestion is we hear it and then 
the committee might reach agreement faster without calling evidence. If not, 
we could then discuss the question as to whether we should call witnesses. 

Mr. Fueminc: This request for a hearing does not come from the Tax 
Foundation. They may have sent such a request. 


Hon. Mr. Azssorr: I do not think they requested a hearing. I may say 
I spoke with Mr. Douglas after the first hearing. He seemed quite satisfied 
with the way in which the committee’s work was proceeding, and with the 
tentative decision we would not be hearing witnesses. The Tax Foundation 
has done important work and has put in very carefully prepared material, 
perhaps more so than any other body. 
Mr. Fueminc: ‘The paragraph to which I am referring is in the letter from 
the Toronto Board of Trade. It reads as follows: 
The board feels that the representations of the business community 
on the features mentioned above should be incorporated into bill No. 
228 to a substantially greater extent than is the case. It therefore, 
requests that it be given an opportunity to present its views on these 
matters when the bill is in the committee stage. This will enable the 
members of the House committee concerned to hear these recommenda- 
tions and the reasons for them direct from representatives of business 
interests. 


Now, the references made in the preceding paragraph concern section 126 
as well as other sections of the bill. This is a highly important matter. We all . 
appreciate the importance of it and it would be a great mistake, in my humble 
opinion, if we proceeded to close the door in the face of people who feel they have 
something of importance they would like to put before the committee. The 
thing is important enough to warrant their being heard in an oral presentation 
of their views. 

While we would all like to finish this task as quickly as possible, neverthe- 
less I think there is a bigger issue at stake here. I think we ought to hear them. 


Hon. Mr. Assorr: There is a point, of course, which I am not sure the 
members of the committee have not overlooked, that this is a consolidation 
of the statute and we have until next vear. It is not effective until the first of 
January, 1949. It was purposely made that way for the very reason there 
might be further representations from interested parties and they would have 
an opportunity of making suggestions with regard to further amendments. 

Mr. Fremine: But they will make those representations to the minister; 
there will not be an opportunity of presenting them to the committee. 

Hon. Mr. Assorr: They will make them to the department, that is quite 
true. I again say that, while it is sometimes very helpful to have extended 
hearings before the Banking and Commerce Committee on matters of this 
kind, this bill has been before the public for a year. We have had extensive 
written representations on it. I am reluctant, at this late date, to commence 
hearings on it. I have been hopeful we could get a law enacted this time and 
then, if there are still defects in it, let us get them straightened out before 
next year. 

This section about which we are talking, is not, in my judgment, a section 
which needs to cause the members of this committee or the general public too 
ereat concern. I know it gives lawyers and accountants concern because they 
find it hard to give clear cut opinions to their clients. I know that is the case 
because I have had the same experience in my private practice. The general 
public have not much interest in section 126 and do not need to have. 
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; Mr. Fiemine: I just: emphasized that the extract from. the letter from 
the Toronto Board of Trade is not confined to section 126. Reference is made to 
section 126 and many more things. They say, , 


It had been hoped that with the passing of abnormal war-time 
conditions the government would find it possible to dispense with a 
much greater measure of administrative rigidity and arbitrary control. 


») Having said that about section 126, they go on to speak more widely and say, 


Also it is regretted that those charged with the duty of preparing 
bill No. 388 have so largely disregarded the many uniformly supported 
recommendations put forward by this board and other professional 
and business organizations with a view to bringing income for tax pur- 
poses more into conformity with actual income under modern business 
practice. This group of recommendations represents a great, deal of 
research and study and constitutes a valuable contribution to the correla- 
tion of income tax to actual business income which is necessary if 
business is to carry its tax burden and continue to function vigorously. 


Hon. Mr. Assort: We have had a very carefully prepared and very 
excellent brief from the Toronto Board of Trade dated the 25th of March, 1948, 
addressed to myself. It contains a great many recommendations, many of 
which relate to policy matters such as the definition of income and that sort 
of thing. These have been carefully considered by myself and my officials. 
Decisions on matters of that kind are decisions which the government must 
take and for which it must take the responsibility. It is perfectly open to any 
member who has studied this brief to reiterate these proposals either here, 
in the committee, or in the House. 

Frankly, I do not see how we will ever reach finality in the consolidation 
and re-arrangement of this bill if we commence hearing oral representations 

‘from the institutions who have filed these very excellent briefs. It is unlikely 
that, on these policy matters, they could change our views. 


Mr. MacponneLu: It is quite true thet if you do this you may be opening 
the door but, at the actual moment, there does not seem to be many people 
wanting to come. 


Hon. Mr. Aszsorr: If you do start it, I am afraid there might be. We 
have representatives from quite a pumber of organizations here, co-operatives 
and others who would, no doubt, like to appear before the committee if we 
were to have oral hearings. 

Mr. Macponnetu: The minister will see we are generous. We are trying 
to prevent him from putting any grievance in our hands which we might use. 

Hon. Mr. Assorr: I hope I am making myself clear. I do not want to 
create the impression we are trying to rush this bill through. My purpose in 
bringing it in last year was to have it available for long study by the public. 
I said in the House the major job was a drafting Job to see that the existing 

Bia law was put in as understandable and clear form as possible. I think the 
discussion we have had here in the committee has been very helpful. There 
have been one or two amendments that are fairly satisfactory, but in con- 
nection with this section 126, I think I should say at once that I believe I know 
all the representations which the Tax Foundation could make on it and all the 
representations the Toronto Board of Trade could make on it. I still feel that 
section 126 which is the old 32(a) must stay in the Act for the present. 
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I am quite willing to meet their second view that we should revert to the 
wording “the main purpose” and not have it as stringent as it is now. It would 
read, 


“Where the Treasury Board has decided that one of the main purposes 
for a transaction or transactions—” 


I think, perhaps, that is desirable. I do not want to make this unreasonably 
tough. 

Mr. Hazen: As I read this section, if a person or group of persons got 
together and did something which was absolutely legal and within the law, the 
Treasury Board could step in and say, “You cannot do this; we will not let 
you do it.” 

Hon. Mr. Asporr: Because your main purpose was simply to avoid taxation. 

Mr. Hazen: Am I right or wrong? 

Hon. Mr. Assorr: That is about’right. 


Mr. Hazen: You are within the law and you cannot do that; surely that is 
pure autocracy. 


Hon. Mr. Asporr: That is striking at the very thing about which you were 

complaining last night. You were complaining that so many accountants were 
finding. ways of minimizing the taxation. 
Mr. Hazen: I say there should be a provision inserted in the Act to prevent 
these things. The Income Tax Act was first passed about 1917, thirty years 
ago. The officers of this department have had all that time to deal with this 
problem and have had to face these difficulties. During all this time they have 
had to try to plug up, you might say, these small holes. In that length of time, 
surely the department ought to be able to draft an Act containing provisions 
which would pretty well block up these holes without giving any more autocratic 
powers of this kind. : 

A person has done nothing outside the law and yet the Treasury Board can 
say, “You cannot do this.’ 

- Hon. Mr. Asgorr: We have not been able to foresee the devices and means 
which would be used to accomplish these ends and so draft a law to prevent 
them. If I thought we could do it, I would be delighted. Experience has shown, 
over the years, that the resourcefulness of the tax evader is unlimited. We have 
had some very competent accountants and very competent tax lawyers on the 
staff of both the National Revenue Department and the Department of Justice. 
This section has only been used the four times as I have mentioned. At least 
three of the cases were pretty bad cases. 

Mr. Hazen: You say it should not cause any concern to most of the people. 
I think it should cause concern to everybody that any board should be given 
such great powers as these. Any board can say to people, “You have acted 
lawfully. You haye not broken any law, but you cannot do this.” 

Hon. Mr. Apporr: You were a member of the House when this law was 
iat It was debated rather fully. I know that does not make it any better, 
though. 


Mr. Trains: It was the Chief Justice of England who said the taxpayer 
was justified in avoiding tax in any way that was legally possible. Further, 
anyone who has practised company law knows that the lawyer is not so much 
concerned with the legal mechanics of incorporating a company or dealing with 
its consolidation, whatever it might be, as he is in dealing with the question 
of taxes. He would have to rely almost entirely upon the auditor to advise 
him how he may minimize taxation to the nth degree. The law says that is not 
illegal. The Chief Justice has given his opinion in years gone by that a tax- 
payer was justified in avoiding taxes in any way he could. 
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in the position of saying, ‘“You have done all these things; so far as we can seé 
they are legal. Fundamentally, however, you have avoided the tax and we are 
going to stick you.” 

Mr. JAENICKE: Mr. Chairman, I am more or less neutral so far as this 
matter is concerned. It seems to me action can only be taken with regard to a 
transaction where the main purpose of the transaction was tax evasion. This is 
subject to appeal to the Exchequer Court and that is what the court would decide. 
If there were evidence before the court to show the Treasury Board’s finding was 
warranted, it would be established there was an attempt at tax evasion. I do 
not see why this section should not stand. 


Hon. Mr. Assorr: The only reason for mentioning the Treasury Board is 
this; it was felt, in a special type of section such as this, it should not be left to 
the assessor to say the main purpose was to avoid taxation, and that a com- 
mittee of the Cabinet should take that responsibility. You are perfectly right 
when you say if the Treasury Board does assert the main purpose was to avoid 
taxation, the taxpayer could appeal that decision to the Exchequer Court. 


Mr. JAENICKE: It would be up to the man, in my opinion, to prove it. 


Hion. Mr. Aszort: It has been in force for five years. I do not think it has 
caused any concern to legitimate business. I think it has been a real weapon 
against tax evasion. 


Mr. Isnor: I am not a lawyer and I have listened to four lawyers speaking 


This is putting it the other way around. This is putting the department 


about this matter. I should like to present the side of the accountant or 


business principal. An accountant is engaged by a business firm in the same 
way a lawyer is engaged. The lawyer is to protect the client while the aecount- 
ant is employed to protect and advise his employer. He places a case before 
the Treasury Board. Even though it may be a transaction carried out in a legal 
manner, it may be subject to criticism. There may be a finding by the Treasury 
Board. Now, who constitutes the Treasury Board? 

Hon. Mr. Asporr: It consists of a committee of cabinet ministers. I am 
the chairman and there are four or five ministers appointed by the Governor in 
Council. 

Mr. Isnor: I doubt very much, Mr. Minister, with all due respect to the 
ability of your respective ministers, whether you are as qualified to decide on 
that case as are-the expert officials of the Department of National Revenue. 


Hon. Mr. Asporr: We would not hear of it unless those officials reported 
to us that they thought the main purpose was for tax evasion. 


Mr. Isnor: I rose to the defence of accountants because they are carrying 
out a legitimate business. 

Hon. Mr. Assorr: The committee will appreciate that the Treasury Board 
would only hear, about a case of this kind on a reference from the tax depart- 
ment. They would say, “We have a case here in which we believe there is a 
transaction the main purpose of which is to avoid taxation. We think the 
Treasury Board should consider it.” The material would be prepared and 
presented to us. It was in that way the three or four cases we have had were 
handled. 

Mr. Fremina: Are the transactions referred to here all within the law, an 
avoidance and reduction which is legal? 


Hon. Mr. Asporr: There was nothing immoral about them, Mr. Fleming, 
but there was no specific provision in the Income Tax Act which would 
enable us to set them aside and claim the tax. They were, practically, devices 
for the purpose of avoiding tax and avoiding it in very substantial amounts. 
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In two of the cases I recall, it was by a series of interlocking companies in 
Nassau, Panama and other places, but all owned by the one beneficial owner 
who was a Canadian taxpayer. It ran into very big money. 

Mr. Frmmine: There is enough ingenuity, surely, in the draftsmen of the 
department to draft legislation to meet these cases. This is a residual kind of © 
provision which says, in effect, even though what you do may be perfectly legal, 
nevertheless, we are reserving the right to say it is not legal. 

Hon. Mr. Apporr: The trouble with this is that it is difficult to find these 
people. By the time you unscramble the whole thing and when you do you 
find it is contrary to the spirit of the Tax Act. It is all very well to say you 
should be able to foresee these things and to plug up the holes to prevent them, 
but I say it 1s not. 

Mr. Fremrinc: I do not say the draftsmen of a tax bill of this kind will 
be able to foresee every ingenious device which will be used, but you do know 
the type of thing that was used previously and you can draft legislation to meet 
those particular cases. 

Hon. Mr. Asporr: We have; the Act is full of them. 

Mr. Fuemrnc: Then, why do you need to continue to have a clause such as 
this which is a residual one. 

Hon. Mr. Apsport: This is a basket clause to try to meet cases which it 
is impossible to foresee. One may argue you should meet cases as they arise. As 
men are able to devise ingenious schemes for evading taxes and you catch 
up with them, you should amend your law. However, they are taken care of 
in this basket provision. If the main purpose of what you are doing is to avoid 
a tax, the Treasury Board can catch up with you. Perhaps it is too stringent, 
but I do not think it is. : 

Mr. Fiemrnc: I, personally, find the principle of it repulsive. Parliament 
exists for the purpose of enacting laws which are going to be obeyed and are 
going to prevent evasion of its laws. Here is a provision which says no matter 
what you may do; it may be perfectly legal and not prohibited anywhere but, 
notwithstanding that, we are going to reserve the right to make a decision that 
your otherwise legal act shall be treated as illegal. . 

Hon. Mr. Asporr: I sympathize with that point of view. I have had 
somewhat the same feeling. However, in these days, when we are collecting 
taxes at the source from every wage earner, and they have to pay these over, 
I think we have to be pretty careful to see that the wealthy taxpayers who 
have the benefit of high-priced advice cannot embark on carefully worked out 
schemes to avoid taxation. 

Now, perhaps we should try to be more specific. We do try in every other 
case. This is a residual provision which has been in the Act now for five years. 
I do not think it has really prevented any legitimate operation from being 
entered into; I do not know of any. 

Mr. Timmins: On the other hand, you say it is not illegal or, if it is not 
illegal, it is not illegitimate. You say it avoids the spirit of the Act, breaches 
the spirit of the Act. 

Mr. Fieminc: I recall reading a decision in the Court of Appeal in England 
and perhaps the minister has seen the case. It was a decision during the war 
on a transaction which was conceived for the purpose of defeating the tax 
liability and which was brought under review. The judges in the Court of 
Appeal said, “This is legal and even though the purpose of it was to defeat 
liability it is up to the Crown and parliament to legislate in plain terms if they 
want to tax somebody or to say so in plain terms. There is nothing immoral 
about anybody saying I am not going to submit to taxation unless it is imposed 
upon him.” ‘This section seems to be based on a different philosophy. 
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Hon. Mr. Asport: Mr. Gavsie has pointed out to me just on the point of 

view of drafting a section in connection with these different matters, it is rela- 
tively easy to take care of these things by law but the law would be in such 
general terms you would have to be too severe on innocent people. 
_ As you can see, it is an easy matter for a transaction to go through three 
or four hands and be hard to trace, but such a transaction may be deemed to be 
a scheme to avoid taxation. I remember the hours and hours Mr. Ilsley and I 
spent discussing this section with the officials. It is true it was put into effect 
in war-time when taxes were high, but they are still rather high. I would not 
be prepared to agree to taking this section out of the Act now. 

Mr. Hazen: Would you agree to putting the word “illegal” at the com- 
mencement of line 11? 

Hon. Mr. Asporr: I am afraid that would defeat the whole section. You 
see, the avoidance of tax is only illegal if the law prohibits the transaction for 
taxation purposes such as gifts between husband and wife. It is a drastic 
provision. 

Mr. Hazen: You have mentioned the appeal to the Exchequer Court. The 
Exchequer Court, apparently, has no powers at all. — 

Hon. Mr. Asgorr: Oh, yes, the Exchequer Court could find— 

Mr. Hazen: If it finds that the transaction was not for the avoidance or 
reduction of taxes— | 

Hon. Mr. Assorr: I am suggesting an amendment so that it will read, “One 
of the main purposes.” The Exchequer Court may find as a fact that the trans- 
action may, incidentally, result in a reduction of taxation, but that does not 
mean it is invalid. 

The section will be amended properly (section 126) by inserting in line 9 
on page 81 of the bill the word “main” between the words “the” and “purposes” 
and in line 34 by striking out the words “none of the” and substituting, “one of 
the main” and in line 35 by inserting the word “not” between the word “was” 
and the word “the.” | 

Mr. Fieminc: Could you not do it more simply by putting the word “main” 
in line 34? ; 

Hon. Mr. Aszsorr: Perhaps, for the purpose of the record we could have the 
appropriate technical amendment drafted at the recess and inserted in the 
committee records. : 

The CuarrMan: You have heard the minister’s amendment. Shall it carry? 

Carried. 

Shall the section as amended carry? 

Carried. 

Mr. Fiemine: On division. 

The CHarrMan: On division. 

Mr. Hazen: I move that the section be deleted from the Act. 

The CHatrMAN: But the section is carried. 

Mr. Fieminc: On division. | 

Mr. Hazen: I want to go on record as moving that section 126 be deleted 
from the bill. 

Mr. Fremine: I have supported that motion by voting against the motion 
for adoption of the section. 

Hon. Mr. Assorr: The chairman raises the technical point that your motion 
negatived the main motion, and the main motion is carried. You are on record, 
anyway. 
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The CHAmRMAN: I feel your motion is out of order. If you wish to appeal 
from my ruling on that, you are at liberty to do so. 

Mr. Hazen: I just want to go on record in the matter. 

The CHAIRMAN: Section 68. : 

Hon. Mr. Asspotr: Could we take that section up this evening? I think at 
least one other member, Mr. Fulton, asked that he be here when that section 
came up. | 


’ . & 
The CHARMAN: We will reconvene at 8.30. 


The committee adjourned to meet again at 8.30 p.m. 


On resuming at 8.30 p.m. 
The CHAIRMAN: Clause 68. : 
Hon. Mr. Apporr: The committee will recall— 

_ Mr. Fuiron: Before we start on that there is a communication which has 
been received from the board of trade of the city of Toronto requesting to send 
representatives. 

The CHatrrMAn: Mr. Fleming discussed that at some length earlier this 
afternoon. 
Mr. Fieminc: Please do not say at some length. 


Hon. Mr. Apsorr: I assisted in the discussion. After a somewhat lengthy - 


discussion the decision was that we had had an extensive brief from the Toronto 
poard of trade in March in which these representations were put forward. It 
was felt it would be undesirable to embark upon a general policy of receiving 
verbal representations, and particularly in connection with this section which 
relates to evasion, schemes for avoiding taxation. I think we had three-quarters 
of an hour discussion on it this afternoon. 

Mr. Fuuron: The decision was no representations? 

Hon. Mr. Asporr: No verbal representation would be received, yes. 

Mr. Rrxrret: There was an amendment passed. 

Hon. Mr. Apporr: I should add the section was amended as a result of the 
discussion. The section was amended. | | 

Mr. Fuuron: I am sorry, but I cannot hear. 

Hon. Mr. Asporr: The section was amended to insert substantially the 
words which had been in the previous section 32 (a), ‘‘main purpose” and not 
‘‘a purpose”. 

Mr. Futton: Was it felt that the purpose that the board of trade had in 
mind in asking to make representations was achieved this afternoon? 

Hon. Mr. Apsorr: As to that that would be a matter of opinion. I could 
not say. 

Mr. Fuuron: Before the meeting was called to order Mr. Fraser mentioned 
some other correspondence we had received. 

Mr. Rrvrrer: You received that in the mail at 2 o’clock this afternoon. 

Mr. Fraser: If you went through your mail at 2 o’clock. One was on 
section 57 and the other was on this section we are on now, section 68. 

Mr. Fuiton: Somebody wanting to be heard? 

Mr. Fraser: They would like to have been heard, yes. 

Mr. Fuuron: Who is it from? I feel very strongly that anyone who wishes 
to make representations as to substantial changes to be made in the Act should 
have the opportunity of being heard before we make up our minds on the Act. 
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The CHarrMAN: Section 57, Mr. Fulton, is the section which deals with 
income earned by charitable trusts. | 

Mr. Futon: That is a substantial point. 

Mr. Rinrrer: We discussed it at length. 

Mr. Fuutron: After we had this or before? 

Mr. Rinrret: I had them before it was passed. 

Mr. Fraser: Everyone did not pick up their mail at 2 o’clock. 

Mr. Fuuton: That is the point. Things are being done that we simply cannot 


keep abreast of. I do not think it would be proper— 


Mr. Rinrret: Most of the telegrams deal with section 68 which we are on 
now. 

Mr. Fraser: They do not want to be caught on charitable donations. It 
bears out what Mr. Harkness said. 

Mr. Rinrrer: It represents exactly what he said. 

Mr. Fraser: It bears him out. 

The CHairMan: I think Mr. Fulton should have the opportunity of making 
any representations he wishes to make on section 57. He was not able to be 
here this afternoon. 

Mr. Fuuron: Not only was I not here this afternoon but I have not been 
able to pick up my mail so I do not know what representations were made. 
What I am saying is I do not think it would be proper for this committee by 
being in a hurry to deny giving representation to those who wish to be heard. 
If we took things at a pace which the importance of the bill demands we would 
not pass these sections before they had an opportunity to make representations. 

~The CuHarrMan: I think even you would agree in this type of task written 
representations are much preferable to oral representations, and we have the 


_ written representations. 


Mr. Fuutron: There, of course, I do not agree with you. I do not think 
written representations before a committee of this type are in any way as 
desirable as oral representations to back up the written representations. 

Hon. Mr. Assorr: If I may interject, I tried to point out at the beginning 
this was not a policy making committee. A good many of these representations 
relate to fundamental questions of policy which in the final analysis have to be 
decided by the government of the day and submitted to parliament. The main 
job in this revision of the Act is rearrangement, simplification, and that sort of 
thing, but this is not a policy making committee. 

Mr. Futron: I recall, Mr. Chairman, in connection with the minister’s 
remarks that in the House on two occasions an amendment was moved with: 
respect to the interest penalty provision. On both occasions those amendments 
were ruled out of order, but two days ago as a result of a very short speech made 
by a member of this committee that position was reversed and policy was 
changed and the minister accepted the amendment. 

Hon. Mr. Assorr: The amendment was from 8 per cent to 7 per cent, not a 
fundamental amendment. 

Mr. Futron: It was exactly the same amendment in form as was moved 
in the House except the percentage was reduced by only 1 per cent instead 
of 2 as we had recommended. It was a change made as a result of regresentation 
in the committee. 

Hon. Mr. Assporr: By a member of the committee. 

Mr. Futton: It was a change which previously had been ruled out of 
order as being a policy change not acceptable. That to my mind seems to 
reinforce the argument that those who are recommending, whether it be policy 


702 STANDING COMMITTEE 


or administrative changes, should have the opportunity to appear before this 
committee and make their representations because apparently those representa- 


tions have a chance of being accepted and acted on, as was evidenced the other : 


day. 

Hon. Mr. Asporr: Those representations were made by a member of the 
committee, not by an outsider. 

Mr. Irvine: Why not move a motion and settle it? 


Mr. Fuuton: First of all I am asking for information because: I was not 


able to be present this afternoon as to the representations which have been 
received since the time I was last at a meeting of the committee, last might. As 
I say, I got one this morning from the board of trade of the city of “Toronto. 
I understand there are another one or two which have been received. Perhaps the 
chairman can tell us just what representations have been received and then 


we can decide how to proceed. 

The Cuamman: Mr. Fulton, you have a copy of the representation that has 
been made in regard to section 57, and in brief it is this— 

Mr. Rinrret: Which was read last night. 

The Cuamman: Which was read last night. In brief it is this, that in the 
opinion of Mr. Stikeman, who wrote the letter, income: earned by a charitable 
trust should not be taxable. 3 

Mr. Fuutron: And there were no subsequent representations received except 
that of the board of trade of the city of Toronto? 

The CuatrmMan: In regard to this question of charitable trusts to my 
knowledge copies have gone out just as quickly as the clerk can get them out 
of every representation that has been received. 

Mr. Hacxerr: There were representations made with regard to section 126. 

The CHAIRMAN: Oh yes. 

Mr. Irvine: If the clause is passed already then it seems to me it is out 
of order to discuss it. 

Mr. Fuuron: I recall last night— 


~The Cuatrman: He is out of order, but an undertaking was given by me 


that if any member was unavoidably absent at the session this afternoon that — 


he would have an opportunity of speaking to any section of his choice that was 
contentious. I have ruled Mr. Fulton has the floor and has the right to make 
any representations he wishes to in regard to section 57, subsection (e). 

Mr. Furron: As I understand it the position is the representation now 
received was received yesterday? 

The CuatrMan: Read to the committee last night. I read the letter. 

Mr. Fuuron: Then on section 57 I have no further comment to make. On 
section 126 a representation has been received since last night. My recollection 
is that Mr. Macdonnell, as well as I, suggested that section 126 be allowed to 
stand. , 

The Cuarrman: And it did stand. 

Mr. RinrretT: Until he was here. 

Hon. Mr. Assorr: Mr. Macdonnell and Mr. Fleming were here this 
afternoon. We had forgotten you had an interest in the section, too. 


Mr. Futton: Was the representation from the board of trade of the city 
of Toronto brought out? 


Hon. Mr. Assorr: Mr. Macdonnell will answer that. It was. 
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The Cuarrman: And the clerk tells me—I asked him to call personally 
on the members who were absent—that he called personally for Mr. Fulton 
at his office, in the chamber, at the committee on Veterans Affairs. 

Mr. Fuuron: He left out the committee on Human Rights and Funda- 
mental Freedoms. It seems to take so long to get things answered. 

The CuairMAN: The wire which was read to the committee this afternoon 
was a wire complaining about the lack of finality which exists as a result of: 
section 126. I believe that is a fair summary of the wire, is it not? 

Mr. Fireminc: That was the wire from the Canadian Tax Foundation. 

Mr. Futon: It seems to take so long to get things answered. What I am 
asking is was representation made from the board of trade of the city of Toronto 
with respect to section 126? 

Mr. Rinrret: Yes. | 

Mr. Futron: Was it heard before the committee? Was the question of their 
personal appearance considered, and if so, what was the result? 

The CHarrMAN: The answer is ‘“‘yes” on all counts. 

Mr. Rinrret: Except the last one. 

Mr. Futron: If that answer could have been given five minutes ago I 
would have been satisfied. 

The CuarrMan: I am very happy you are satisfied, anyway. 

Mr. Futron: And no other representations have been received? 

Mr. Hacxetr: May I ask with regard to section 126— 

Mr. Fuuton: Have any other representations been received? 


The CuarrMan: I have received one this evening, but I had none this 
afternoon. I have one this evening. 


Mr. Futton: May I ask what it is? 

The CuHatrMANn: Yes. It is a representation dated today signed by the 
chairman of the Taxation Committee and the vice chairman of the Taxation 
Committee of the Canadian Bar Association. 

Mr. Fuuiton: What is their request? 

The CHarrMan: I had better sit down and let you read it. 

Mr. Fieminec: We are all interested in it. Is it very lengthy? 

Mr. Futon: Do they request to be heard? 

The CHAIRMAN: No. ) 

Mr. Futron: They are out of court, are they? 

Mr. Fiemine: May I suggest that probably the shortest way is to read it 


if it is only a couple of pages. 


The CHAIRMAN: 
The Taxation Committee of the Canadian Bar Association— 


Mr. Hackett: It is. addressed to Hughes Cleaver, Chairman of the Bank- 
ing and Commerce Committee. 
The CHAIRMAN: It is addressed to the chairman of the committee. 
The Taxation Committee of the Canadian Bar Association and a 
great many members of the association itself have been greatly disturbed 
upon reading section 126 as now proposed to parliament in Bill 338. 
The Taxation Committee of the Canadian Bar Association wishes to go 
on record as protesting in the strongest possible terms against the 
inclusion in Bill 338 of this section in its present form. This protest 
arises for a number of reasons, all of which we feel the Minister of 
Finance will appreciate not only as a member of our profession, but 
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as one who, while in practice, had occasion to rely upon the long 
founded principle of law that the courts alone can be the final arbiters 
of the meaning of an Act of Parliament. 

In the first place, we feel that this section being far wider in its 
possible effect upon business transactions than section 32(A) should not 
be retroactive. To make this section affect transactions, whether or not 
entered into before the coming into force of this Act is to render ques- 
tionable anything which might have been perfectly proper and legal 
under the old law and give to the administration the power to re-open 
and quéstion every transaction legal or illegal entered into since 1917. 
To give such power to an administrative body, even though that body 
be Treasury Board itself, is, we feel, usurping the powers of parliament 
and rendering the courts of very little importance in the whole scheme 
of taxation in this country. It is true that this power will probably not 

- be abused while the present government remains in office. It is, how- 
ever, difficult for any government to give commitments relating to the 
use of arbitrary power which would bind another government. 

In the second place, we feel that the new board of Tax Appeals 
and the Exchequer Court, together with the specific legislation of the 
new bill other than section 126 provide means for determining the 
proper tax under any situation. Fraud is amply dealt with under the 
provisions therefor. The question of whether or not a legitimate transac- 
tion gives rise to taxable income is one for the determination of the 
courts under the law and not for the arbitrary determination of an 
administrative body. If it is not, there can be no certainty in business 
and no possibility of any professional man giving definite advice to a 
client on a tax matter. ie 

In closing, we feel that we should bring to your attention the 
earlier statements of the Minister of Finance that Bill 338 and its 
predecessor were intended to clarify the old law, to render more certain 
the imposition of taxation and to eliminate where possible administrative 
discretion. In our opinion the presence of this section renders the law 
more difficult of exact comprehension. It renders much less certain 
every taxpayer’s knowledge and expectation of the incidence of taxation 
and, lastly, it provides a shocking extension of discretionary power 
upon his business and upon otherwise legitimate and legal transactions 
which is far wider and far more dangerous than the cumulative effect 
of all the discretionary powers which have been eliminated. 

We feel that the presence of this section in Bill 338 is incompatible 
with the rule of law, inconsistent with the public statements of the 
Minister of Finance as to the purpose of the new bill and a denial of 
the doctrine that only parliament can impose taxation. 


Yours faithfully 


That is signed by the chairman and vice-chairman of the taxation committee 
of the Canadian Bar Association. ' 

Hon. Mr. Assorr: To make that statement complete I wonder— 

Mr. Hacxetr: Would you mind if we put in the names, John A. MacAulay, 
chairman, and H. Heward Stikeman, vice-chairman. 

Hon. Mr. Apporr: Perhaps to make it complete I should read the sub- 
mission of the taxation committee of the Canadian Bar Association made in 
February of this year in connection with Bill 454 which is, of course, the 
corresponding bill. It reads as follows: 

It is accordingly recommended that sections 107 and 108 as 
presently drafted should be eliminated. 
Those are equivalent to the present section 126. 
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If, however, they are to be retained there does not now appear to 
be any reason why the powers under section 108 should be conferred on 
the Treasury Board. It is suggested that in any case where such power 
is to be invoked, the minister should make the assessment, which would 
be subject to appeal to the Tax Board in the first instance. Upon any 
such appeal, the onus of proving that the transaction was for the purpose 
of evading tax should be on the minister. 


As I explained this afternoon, it seemed to me that in indicating the 
Treasury Board that was much better than leaving it in the hands of just the 
minister because the Treasury Board is made up of five or six ministers. é 

Mr. Fuiton: Is the suggestion that it should be deleted? 

Hon. Mr. Assorr: I explained this afternoon that this section was admit- 
tedly a very difficult one for the legal profession and the accounting profession 
to advise their clients on. It is a general section designed to prevent tax 
avoidance schemes which it is impossible to foresee. It was put in first in the 
Income War Tax Act of 1943, I think when Mr. Ilsley was Minister of Finance 
and I was his parliamentary assistant: and I have a very definite recollection 
of the long hours we spent studying this section, and the desirability and 
necessity of having it in the act. I am just repeating what I said this afternoon. 
I have been trying to give you the complete background history of this section. 

Mr. Irvine: Does this difficulty arise among lawyers with respect to 
advising their clients how not to avoid it or how to avoid it? 

Hon. Mr. Asgporr: Well, that is an interesting question, Mr. Irvine. The 
difficulty, of course, is this. There are a great many plans of rearrangement 
or reorganization which are perfectly legitimate and perfectly permissible. The 
taxpayer goes to his adviser whether he is a lawyer or an accountant and he 
says in doing this am I doing what is proper and am I doing what is within 
the law so far as tax liability is concerned. Now, a great many arrangements 
are perfectly legitimate arrangements but they are designed to have the effect 
of reducing the tax liability of the person who is making it, and yet they are 
perfectly legitimate. There are others which are admittedly for the main 
purpose, and for little other purpose, than avoiding the payment of taxes. And 
the cases in which this section has been used have been cases in which there 
have been very substantial sums of money involved. I have a clear recollection 
of some very complicated arrangement—one company in Bermuda and another 
in Nassau and one somewhere else, all owned by a beneficiary who was a resident 
taxpayer in Canada. 

Mr. Hackett: I would like to say just a word on another aspect of the 
situation, and I can preface what I have to say by agreeing with the minister 
that there will undoubtedly be some people who may seek to escape, and 
wrongly escape, from the effect of the law. But there is nothing new in that. 
The reason we have courts is to cope with that situation; and the criticism 
which I wish to direct to the attention of the committee at the moment is this, 
that once a direction has been given by Treasury Board there is no appeal 
from that direction to the Board that is set up under the act; that is, there is 
no appeal to the Tax Appeal Board with regard to the direction; and you find 
in section 83, subsection 2, the following: “where an appeal is from an assess- 
ment or re-assessment made pursuant to a direction given under section 126, the 
Board has no jurisdiction to vacate or vary the assessment in so far as it is made 
in accordance with the direction”; and that makes it appear that the only 
matter at issue in the appeal is whether one of the purposes of the transaction 
or transactions was the avoidance of or reduction of taxes; and it goes on to say, 
“the Board shall forthwith dismiss the appeal.” Now, some people contend, 
and their opinion is not to be lightly held, that there is no appeal to the 
Exchequer Court in a question where a direction is involved. It is contended 
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by others that there is an appeal. I am conceding for my purposes now that there 
is an appeal, but I urge that it is an inadequate appeal because it is only before 
the Tax. Appeal Board that the facts can be brought out. No facts can be 
brought out in the appeal, if appeal there be, must go to the Exchequer Court 
on an ezx-parte finding of the Treasury Board. 

Hon. Mr. Asporr: May I interrupt you there, Mr. Hackett? Why do you 
say that no facts can be brought out before the Exchequer Court? 

- Mr. Hackett: I say that because you are going to have apparently two 
findings of fact which are tantamount to finality with regard to the facts. 
The hearing of witnesses is not permitted. You are not giving to persons against 
whom a direction has been made in sense of being heard. The facts are going 
to be set forth in the direction. There is no hearing before the Income Tax 
Appeal Board, and it seems to me that as far as the Exchequer Court is 
concerned it is going to act as a court of appeal. It may very well assume 
that an appeal is almost exclusively one of law. | 

Hon. Mr. Asspott: Perhaps we had better ask Mr. Jackett to answer that. 

Mr. Jackert: With great respect to that view, I cannot see there is any 
doubt that the Exchequer Court have complete jurisdiction to hear and appeal 
in exactly the same way that they hear assessment appeals. And if you will 
look at division J, section 91, subsection 2, page 62, it provides that upon the 
filing of material referred to in subsection (1)—that is, the registrar of the Appeal 
Board transmits the material to the Exchequer Court—the matter shall be 
deemed to be an action in the court and, unless the court orders the parties to file 
pleadings, ready for hearing. Then, section 3, says: “any fact or statutory provi- 
sion not set out in the notice of appeal or reply may be pleaded or referred to in 
such manner and upon such terms as the court may direct.” 

Mr. Hacxerr: Well you see there you have a limited appeal. It is not an 
appeal so plain. It is one that is hedged around with all types of conditions 
and permissions. It is not one in which the appellant is entitled to set forth 
his case and have his witnesses heard. | 

My. Jackett: I think it is exactly the same as the present provision, that 
appeals in the Exchequer Court give recognition to the fact that witnesses are 
to be heard as a matter of course. 

Mr. Hackett: I think you will agree that the language is far more restricted 
here than-in the Exchequer Court Act where the appellants may call their 
witnesses and have them heard as of right. This is a quasi appellant tribunal, 
and the case it seems to me is very apt to be heard on the submissions that 
have been made. 

Mr. Jacxerr: Mr. Hackett, if you will look at the Income War Tax Att 
under which appeals are now taken, the witnesses are heard as a matter of 
course and not as by virtue of any special dispensation. You will find that the 
provisions are just the same. 

Mr. Hackett: Are they just the same? 

Mr. Jacxert: I would refer you again to subsection 2, of section 91: There 
it says, “upon the filing of the material referred to in subsection (1) the matter 
shall be deemed to be an action in the court and, unless the court orders the 
parties to file pleadings, ready for hearing.” If you will look at section— 

Mr. Hacxerr: Then it goes on to say, “any fact or statutory provision not 
set out in the notice of appeal or reply may be pleaded or referred to in such 
manner ‘and upon such terms as the court may direct.” 

Mr. Jacxerr: And that is the procedure 1n the Exchequer Court at all 
times. When the notice of appeal from the assessment gets before the Exchequer 
Court the almost invariable practice is for the parties to appear before the 
Exchequer Court judge and ask for direction and the court directs what is the 
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best way to hear that particular case; and if pleadings are asked for pleadings 
are directed, and then the matter is set down for trial and the parties call 
whatever evidence they see fit. 

Mr. Hacxert: I am naturally very much interested in your remarks and in 
your point of view, and I shall consider them very carefully between now and 
the third reading of the bill. But I am fearful lest the denial of the rights of 
the Board to inquire into the rightness of the direction will follow through into 
the Exchequer Court, and the direction there will be considered as something 
that is not open in the absence of very extraordinary circumstances; for instance, 
the normal finding of a jury. 

Hon. Mr. Asporr: Mr. Jackett has just told me, Mr. Hackett, that there is 
no intention that the section should have any such effect. If there is any 
doubt about it we will be very glad to make any amendment which might have 
the effect of preventing the sort. of thing which you have just outlined. It should 
be possible when you go to the Exchequer Court— 

Mr. Hacxkert: To get all the facts before them. 

Hon. Mr. Assort: That is correct. There has never been any intention to 
deny that right. I can remember very well when the section was instituted that 
that was not the thought for a moment. It was given very thorough study by 
Mr. Ilsley and also by myself, and the idea was that the Exchequer Court should 
have the right of review in every way. If there is anything by way of amend- 
ment which can be found to make the section more clear we will be glad to 
consider it. | 

Mr. Hackerr: Thank you very much. 

Mr. Hazen: The Treasury Board finds, as it stands now, that one of the 
main purposes of the transaction or transactions was the avoidance or reduction 
of taxes— 

Hon. Mr. Aspotr: That is correct. 

Mr. Hazmn; Then if it is later found that it is a perfectly legal transaction, 
they would certainly have an appeal to the Exchequer Court. Now, say they 
appeal to the Exchequer Court; what is the effect of that? What has the 
Exchequer Court to decide? It has to decide whether or not the finding of the 
Treasury Board was proper and whether these people did a perfectly legal act 
for the purpose of avoiding or reducing taxes. Will the court not have to 
support the finding of the Treasury Board? 

Hon. Mr. Assorr: The Exchequer Court could find the Treasury Board was 
wrong in determining the main purpose of the taxation was to avoid or reduce 
the taxes. They could find as a question of fact that the reduction or avoid- 
ance of taxation was only incidental in a transaction the main purpose of which 
was something entirely different, in the same way the Treasury Board could 
find that. 

Mr. Futton: Let us give you an example which we raised last night and 
which you said was perfectly legal and legitimate. A small business incor- 
porates and, instead of issuing shares for the capital which the subscribers give 
to the company, it issues a very small amount of share capital and the balance 
in debentures; that is done for the purpose of avoiding taxes. It is being resorted 
to in increasing measure because the incidence of double taxation is being 
increasingly felt. The purpose of incorporating in that manner is to avoid 
double taxation. The Treasury Board might say it was to avoid taxation. 

You, yourself, said it was a perfectly legal method to adopt. What happens 
if the Treasury Board says that is done for the purpose of avoiding taxation? 

Hon. Mr. Assorr: It is not a transaction entered into for the purpose of 
avoiding taxation. It is a transaction for the purpose of incorporating the busi- 
ness, and one of the main purposes of it is not the avoidance of taxation. 
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Mr. Futron: It is a transaction entered into between two parties. Instead 
of receiving share capital, one party receives debentures. | 

Hon. Mr, Assorr: Perhaps the legal advisers to the Department of National 
Revenue could answer your question better than I can, but I think that is not a 
case of an investment to avoid taxation. . 

Mr. Hackett: Before you take that up, I am going to ask Mr. Abbott if 
I am overstating his point of view if I say that, as he looks at the section the 
Exchequer Court is going to sit as the court of the first instance. All the facts 
would come before it, including the finding of the Treasury Board. 


Hon. Mr. Assort: I think that is correct. It is the court of first instance. 
The Treasury Board, here, is really performing the function which, under normal 
circumstances, is performed by the department. 

Mr. Hacxerr: Yes, the administrative function. 

Hon. Mr. Asport: It was felt that, since we were drafting this section and 
+ was an unusual section, it should be taken from the ordinary channel and the 
exercise Of this discretion should be by a somewhat higher body, that is a body 
of ministers of which the Minister of Finance is chairman. It could be the 
Minister of National Revenue. I think, in the three or four cases which have 
taken place, the taxpayer has appeared before the Treasury Board with counsel. 
Argument has been made, facts have been adduced and so on. There has been 
no appeal from any of the findings of the Treasury Board in those four cases. 

Mr. Lesage: There is no doubt if action is taken it will be in the first 
instance and all the evidence will be put in. It says: 


On an appeal from an assessment made pursuant to a direction under 
this section or in an action for tax under part 2 imposed pursuant to this 
section, the Exchequer Court may— 


Surely, this is the first instance so far as our courts of justice are concerned and 
all the evidence would have to be put in. 

Hon. Mr. Asnort: I think Mr. Hackett stated my understanding of it very 
accurately. It is the first instance. 


Mr. Hackett: We have reached the end of the administration feature. 


Hon. Mr. Asporr: There would be an appeal from the Exchequer Court to 
the Supreme Court of Canada. There would be an appeal on the record to that 
court. There would be no evidence offered there. 


Mr. Lesace: But an appeal from the Treasury Board finding would be a 
first instance? 
Hon. Mr. Assorr: That is right. 


Mr. Macponnewu: The more I think about this section the more I feel that, 
as has already been stated, I would not fear it in the hands of the present 
administration but it could be used aggressively. I could think of administra- 
tions which shall be nameless here which set out to be vindictive. I would say 
that in the hands of a vindictive administration you could find hundreds of cor- 
porations where certain transactions, certainly perfectly proper and normal 
transactions had, as their main purpose, a reduction of taxes. 


Mr. Hackett: It is the only point upon which they appeal. 


Mr. Macponnetu: No, the Exchequer Court would have no chance what- 
ever except to say, “Yes, the-main purpose was a reduction of taxes.’”’ I feel. 
much more strongly, the more I look at it, that this section, put in the hands 
of some administrations will be used three or four times but, put in the hands 
of a vindictive administration such as has existed right in this country, it could 
be used vindictively. Unless I am reading this all wrong and corporation 
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lawyers here can suggest a better instance than I] can, I believe it is a correct 
statement to say you could find hundreds of cases where there were transactions, 
perfectly proper ones, the main purpose of which was a reduction of taxes. 

Mr. Hacxerr: I do not see why anybody goes before the appeal board 
unless it be to achieve a reduction in taxes. 

Mr. Fuuron: I do not think the main question is whether it would be used 
beneficently by this administration and maliciously by some other administration, 
the question 1s whether it should be in our tax law. It is a question of whether 
it 1s an equitable provision to allow any department of any government what- 
ever, any administration whatever. Should they be able to say to a taxpayer 
who has done something perfectly legal that, although it is legal and although it 
is proper— : 

Hon. Mr. Assorr: Not necessarily proper, that is the point. 

Mr. Furron: I am basing it upon what you said last night. It was a 
perfectly legal and proper method of setting up these companies and, therefore, 
a perfectly legal and proper transaction. Although it is a perfectly legal method, 
you still pay taxes. When we are reviewing the administrative procedure under 
the Income Tax Act, I do not think it is a proper section to remain in the Act. 
I, therefore, move that this section be deleted from the Act. 

Hon. Mr. Asporr: It has already been passed. 

Mr. Funron: I understood we were to be given an opportunity of— 

Hon. ‘Mr. Asporr: Of discussing it, yes. 

Mr. Irvine: Have we not a lot more clauses to pass? 

Hon. Mr. Assorr: Just one. . | : 

Mr. Irvine: Let us pass it, then we can all play with this after we pass it. 

Hon. Mr. Apporr: As I said this afternoon, thig is not a new clause. It 
has been in the Act since 1943. It is a clause which is an important policy 
clause. I cannot accept an amendment to it. It can be moved if you wish, and 
you can register your opinion as you have done here, that you feel this clause 
should not be in the Act. I think I should state quite plainly that, after the 
most careful consideration of the briefs which have been received, the government 
cannot accept an amendment to strike out this clause. It is aimed at preventing 
tax evasion; that is my position. I made that perfectly clear this afernoon. 
I cannot change it. If it is in order to vote again, by all means vote again. 
If anyone wants to discuss it more fully now, I am quite in agreement with 


_ that. However, I want to make my position perfectly clear. 


Mr. Futron: If the minister rules, as I take it he is certainly in a very 
powerful position to rule, that that is a policy clause there is not much use 
moving an amendment to it. I just want to answer, then, he says it has been 
in the Act since 1943. 


Hon. Mr. Asporr: Before that, but in its present form since 1943. 

Mr. Futron: I think he, himself, will admit that this is the first opportunity 
parliament has had of considering the whole set-up of the Income Tax Act. 

Hon. ‘Mr. Apporr: That is true, but this clause was debated at length in 
the House of Commons when it was proposed and when it was amended. Al] 
the points which you have put forward were put forward, perhaps not with equal 
cogency, but they were put forward when it was before the House. It is not a 
new question. 

Mr. Futron: I am sure they were. The point I am making is, here we have 
an opportunity, in fact we are being called upon to accept the duty of con- 
sidering in detail and at length the set-up of our income tax legislation. My 
resolution would be that this committee recommend that section 126 be deleted 
from the Act. 
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Mr. Hackett: I would move an amendment to that, that the words 
“avoidance or reduction” be stricken and be replaced by the words “improper 
evasion”. After all, Mr. Minister, I think it is quite possible we are all alming 
at the same thing. No one here wishes to enable a person to escape from his 
lawful duty, but I think the words, ‘avoidance or reduction” are wider than 
the intent-—l will say of the minister, not of the government—because no one 
will appeal from an assessment unless it be to obtain a reduction. No one 
makes a return except with a view to paying what he owes and no more. I 
think the word “reduction” goes beyond the intent of the draftsmen. 

Mr. Fuemine: May I ask what the difference is between “avoidance” and 
“evasion”? I thought they were synonymous? 

Mr. Hacxerr: I do not set myself up as a doctor of etymology—I cannot 
even spell that—. However, I do think, in my mind, there is a difference between 
reduction and evasion. 

Mr. Fieminc: Yes, there is. You are proposing to strike out the word 
“avoidance”. I cannot see any difference between “svoidance” and “evasion”. 
I can see a difference between “avoidance”’ and “reduction”. 

Mr. Hackett: I am suggesting we strike out the words ‘avoidance or 
reduction” and replace them by the words ‘Improper evasion”. 

Hon. Mr. Asporr: I will accept this amendment—you have given me a 
thought. here. 

Mr. Hacxert: I generally give you a pain. 

Hon. Mr. Assorr: I will accept an amendment which inserts the word 
“Improper” before “avoidance or reduction”. I will tell you why I leave the word 
“svoidance” in there. A transaction might be perfectly legal but it may have the 
effect of an improper reduction or improper avoidance. I will accept that 
amendment: gladly. 

Mr. Jagnicke: Do you admit there is a proper avoidance, then, by the use 
of the words “improper avoidance”? 

Mr. Fueminc: A proper avoidance would be the case which the minister 
cited. 

Hon. Mr. Assort: I think there is a point there. In any case, it is always 
a matter of opinion. 

Mr. Hazen: If you accept the word “illegal” as I suggested this afternoon, 
you would be all right. 

Hon. Mr. Assorr: No, no, my reason for accepting the word “improper” 
‘s that I think that must be necessarily read into the section. 

Mr. Fuemine: It at least suggests a moral element about the intent of those 
who conceive schemes to avoid a reduced tax liability. It is a distinct advance, 
anyway. 

Hon. Mr. Apsort: I am willing, as I say, to amend it by putting in the 
word “improper” but I cannot change the words “avoidance or reduction”, 
putting in “evasion”, because we think that nullifies the whole section. We will 
try it for a year and if it is better, all right; if it is not better, it will be amended 
again. ; 


Mr. Fuuron: Let me ask the minister this question because I would be. 


prepared I think to withdraw my amendment and let Mr. Hackett’s amendment 
stand. 

Hon. Mr. Appott: It is my amendment. Mr. Hackett suggested “improper 
evasion” and I cannot accept that. 

Mr. Fuuron: I am not asking the minister to give a formal commitment 
which would be binding but does he visualize that by the use of the word 
“Improper” we are importing something into the section which some of us are 
against, as being the same as the word ‘illegal’? 
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Hon. Mr. Assort: The transaction may be quite legal but improper from 
the point of view of the tax collectors. A good many of these operations are 
legal. The reason for this is that we cannot foresce the particular type of 
arrangement entered into which might reduce or avoid taxation. I am not too ° 
fond of snap amendments but as I have said this section has been passed as it 
stands this afternoon, and of course it will come before the House again in the 
committee of the whole. Unless the Department of Justice tells me the insertion 
of the word “improper” will nullify what we are trying to accomplish by this 
section which I have explained quite fully to the committee this afternoon and 
this evening, then I would be prepared to move an amendment when we are in 
committee of the whole in the House. That is as far as I am prepared to go 
this evening. 

Mr. Fuuton: Would you not move it now? 

Hon. Mr. Assorr: No. 

Mr. Irvine: I am going to raise a point of order. If this thing is being dealt 
with I think the section should be re-opened. | 

Hon. Mr. Asporr: The section is carried as it is but of course everyone has 
an opportunity when we get into the House to discuss it. 

Mr. Hackett: We are all trying to get on and, despite some disparity in 
view and opinion, tempers have not been short so far and I think it would 
be well to consider 126 as if it had not been passed. I think it will make for 
expedition. We all understand your point of view, and let us proceed with the 
motion and dispose of the section in that way. | 

The Cuairman: Mr. Hackett do you not think the minister’s suggestion 
is a fair one? We are seeking for phraseology which will define something that 
is reprehensible and we cannot find a word the minister is content to accept as 
a snap decision. He has given the committee an assurance that he will consult 
with his advisers and he will, if they advise him, move an appropriate amend- 
ment to this section on third reading of the bill. 

Hon. Mr. Apporr: When we are in committee of the whole. 


The CuHatrman: Yes, and surely that is as far as you can expect any 
minister to go. It is an extremely difficult thing to put into words. 

Mr. Hacxerr: In view of the minister’s undertaking, and I am only 
speaking for myself because there are half a dozen gentlemen whose views are 
just as pronounced as my own, I will accept his undertaking and he will 
understand because he has to consider that we are not totally abandoning our 
position. 

Hon. Mr. Assorr: It would be open to any other member of the House to 
move another amendment. 

Mr. Hazen: Why do we not have representatives from the legal. depart- 
ment appear before us and explain whether this is suitable and then we could 
vote on it. 

Hon. Mr. Assotrr: I do not mind if we vote on it but I will vote against 
any amendment and vote for the clause as it stands. However. let us have a 
vote if it is wanted and get on with it. We have had one vote and we can 
have another. 

Mr. Fuuron: I have a point of order. I moved that this committee 
recommend that the clause in its present form be deleted from the bill. 

Mr. Hacxerr: Before vou go any further would it not be well to have an 
understanding that we can consider the clause? 

Mr. Futton: I am just going to raise that question. The minister has 
indicated he may be prepared to introduce an amendment in the House which 
would have the effect of altering the form of the clause and if that is so there 
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would be no purpose in my resolution. What I want to get at is this. If this 
resolution is allowed to go forward and is not ruled out of order, because of 
previous disposition, I think we should have the benefit of this committee’s 
‘recommendation to the House. If the committee accepts my resolution that 
the clause in its present form is not acceptable it might carry some weight in 
the House if the minister is not prepared to accept the motion. 

The CuatrMan: I now have three or four motions before me. First I 
want to fully implement the undertaking which I gave you, Mr. Fulton, last 
night, and I am now going to call clause 126 so there is no question but what 
your motions are fully before the committee. Now the next point 1s that you 
have moved that the clause be deleted and I must rule that motion out of 
order because you should register your vote against the clause. 

Mr. Fuutron: With respect, I did not mean that motion. 

The CHairMAN: If you check the record you will find that you moved 
that the clause be deleted and I rule that motion out of order. The way a 
member deletes a clause is by voting against it. Then coming to the second 
motion, the recommendation, I do not think that recommendations are in 
order until the bill is finally complete and then the committee adds to its 
report, when reporting the bill, any recommendations which the committee 


wishes to make to the House. After the bill 1s cleared if you want to include a. 


recommendation in the report, and if you can secure majority support for 
the recommendation, it will of course be included in the committee’s report. 
I believe that is where we stand. = 

Mr. Hackett: I had an amendment. 

The CHAIRMAN: Yes. Those two motions being disposed of Mr. Hackett 
moves that the words “improper—” | 

Mr. HackKeEtTT: No, I move that the words “svoidanee or reduction” be 
deleted and in their place— 

The CHAIRMAN: You would substitute “improper evasion’’? 

Mr. Hacxert: Yes. 

The Cuatrman: Now I understand in view of the minister’s assurance to 
the committee, that you are withdrawing that motion? 

Mr. Hackett: I will do that. 

The CuatrmMan: That is where we stand now. Shall section 126 carry? 

Carried. 5 

Mr. Futton: On division. 

The Cratrman: Now we come to section 68, subsection (1), sub-para- 
graph (3). 

Hon. Mr. Assorr: We passed the whole section but sub-sections (4) (é) 
and (6) were allowed to stand. There was a paragraph added to section (8) 
and that was passed. | 

The CuatrmMan: All the members of the committee have in their hands 
the proposed amendment, but first I should read to the committee some wires 
which were received this afternoon too late to get them before the committee. 

Mr. Fieminc: Excuse me a moment, I was in another committee when 
this matter was discussed before. Is this the minister’s amendment? 

Hon. Mr. Appotrr: Yes, that is right. 

The Cuamrman: May I read the wires received this afternoon too late for 
circulation to the committee. The first wire is from William E. Hall, secretary- 
treasurer, Alberta Wholesale Implement- Association, addressed to: the chair- 
man of the committee. It reads: 


All members of this association strongly protest against any amend- 


ment being made to Income Tax Act which will permit co-operatives 
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to increase revolving funds or reserves without income tax being paid 
on such amounts stop Such concession if granted would be most unfair 
and would greatly discriminate against all other private business stop 
We therefore again strongly urge that the recommendations of the royal 
commission on co-operative tax exemption be not exceeded. 


Mr. Isnor: Who is that from? 
) The CHAIRMAN: William E. Hall, secretary-treasurer, Alberta Wholesale 
Implement Association. 
Mr. Hacxetr: Where does he telegraph from? 
The Cuairman: Calgary. I have another wire from Toronto, signed by 
A. C. Thompson, Canadian Manufacturers’ Assdciation. It is fairly lengthy 
but I think I should read it because there was not time to circulate 1; 
Re Income Tax Bill 338 now before your committee the association 
has strong objection to any change being made in sections 66 to 68 
inclusive whereby payment of a patronage dividend could be deemed 
made without such payment actually being made so that a co-operative 
company can build up reserves tax free stop Association has always 
objected to the discrimination which prior to 1947 existed ‘between 
ordinary joint stock companies as compared to co-operative companies 
in respect to these tax free reserves stop Regarding the tax evasion 
sections 125 and 126 we object to provisions such as these being continued 
in the income tax law because in view of other sections in bill covering all 
types of evasions these sections are unnecessary and in so far as they 
might go farther are vague and _ indefinite stop With these sections 
included no taxpayer can arrange his affairs with any clear determination 
of his tax liability stop In other words certainty and finality in tax affairs . 
have been discarded stop Prior to wartime changes in the law the taxpayer 
had a right to arrange his affairs so as to pay the minimum tax and this 
right should be restored to him stop Section 126 is particularly objection- 
able because in addition to the foregoing objections an additional 
objection is that since the phrase quote one of the purposes unquote is 
used it prevents a taxpayer from even considering in a transaction 
mimimizing his tax liability and section 108 of Bill 454 of 1947 was at 
least preferable stop Transitional provisions particularly section 129 
subsection 6 are objectionable in that the changes throughout this Act 
are quite sweeping and therefore should not apply retrospectively unless 
unavoidable. 


Mr. Fiemina: It is to the same effect as the wire we had before us this 
afternoon from the Tax Foundation. 
Hon. Mr. Assorr: It is not in quite the same terms. 


The Cuairman: They complain of lack of finality. 


Mr. Fieminc: That was one of the grounds of objection stated this 
afternoon. There may be some others like myself here now who were not 
present when the matter was under discussion before. Might we have a brief 

) exposition of the effeet of the proposed amendment? 


Hon. Mr. Assorr: I will start it off and then ask Mr. Jackett or Dr. Eaton 
to elaborate on the explanation. Broadly speaking the amendment is to give 
effect to what has been the administrative practice of the Department. of 
National Revenue with respect to patronage dividends since that type of 
dividend has been allowed as a deduction from ineome for the purpose of 
calculating tax. The co-operative union and others have urged that the ruling 
which has been given by the Department of National Revenue should be stated 
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in the law. Subsection (i) of the section relating to payment is identical with 
the law as it now stands, and the changes are the addition of (ii) and (il). I 
do not know whether Mr. Gavsie or Mr. Jackett can elaborate on that but that 
is the position. | 

Mr. Fueminc: Would they refer to (i1) and (ii)? 

Mr. Benrwickson: The minister says this is the result of certain representa- 
tions. I note the bill is dated June 8. Are there representations since June 8? 

Hon. Mr. Assorr: Both before and after. 3 

Mr. Benipicxson: The government has changed their minds since they 
prepared the bill? 

Hon. Mr. Assorr: That is right. 

Mr. Fuemrnc: Could we hear about (ii) and (111)? 
Mr. Hacxerr: Before Mr. Jackett starts I should like to ask if this deals 
with what we would call, if they were not in co-operatives, reserves which are 
not taxed? 

Hon. Mr. Assorr: No, these have nothing to do with reserves. What it 
amounts to is this. I am not too good at explaining this but I will have a go 


at it and if I am wrong Dr. Eaton or Mr. Jackett can correct me. Each year 


these co-operative enterprises have certain profits which they are prepared 
to distribute or have available for distribution to their members as patronage 
dividends. They pay them out in cash. They sometimes keep them as a loan 
from their shareholders. They sometimes keep them in payment of subscriptions 
for stock from their members, I should say, and in some cases they are retained 
in virtue of a by-law passed by the shareholders which says that the corpora- 
tion may retain these dividends instead of paying them over. In such case 
they are income in the hands of the member of the co-operative and, of course, 


taxable as such in his hands. I do not know whether that explanation is complete. 


Perhaps it needs some elaboration. 


Mr Jacxerr: The purpose of (ii) particularly was to clear up a doubt that 
had arisen as a result of the administration’s interpretation of “payment”. The 
present provision requires patronage dividends to be paid before they can be 
included in computing the amount deductable under this section. One extension 
of the ordinary word “payment” is in paragraph (é) as it is printed in the bill, 
that is, they can issue certificates of indebtedness or shares in lieu of actually 
paying out cash pursuant to the allocation as long as in the same year or within 
twelve months thereafter they pay off an equal number of such certificates or 
shares which have been issued in a previous year. That is one statutory extension 
of the word “payment” in the present law. The administration’s interpretation 
of the word “payment” was that it also included an amount that was set off 
against a debt owing by the co-operative to its members. That has been 
questioned on the ground that technically a set-off is not. payment, that it also 
includes crediting of the amount of the dividend against a loan that the share- 
holder has undertaken to make to the corporation, or a loan which he is deemed 
by the by-laws of the corporation to have agreed to have made to it. 

The administration took the view that the word “payment” in its ordinary 
dictionary meaning included those things. Paragraph (11) is put in to make 
it clear that the word “payment” for purposes of this section does include these 
things, and the proposed amendment to subsection six 1s to make it clear that the 
shareholder member cannot come along and state he was not paid and therefore 
he is not taxable. 


Mr. Hacxerr: May I ask a question to make sure that I understand. If this 
was a corporation, if you were dealing with a corporation and it declared a 
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dividend which would give me $100 that would be taxable in the first place in 
the hands of the corporation and then in my hands? 

Mr. Jackerr: You mean the corporation would have paid tax on the amount 
out of which it was paid. That is right. 

Mr. Hackxerr: And then— 

Mr. Jackett: Then you pay tax on the dividend. 

Mr. Hacxert: If I have enough income to be a taxpayer. 

Mr. Jackett: That is right. 

Mr. Hacxerr: In the case which we are dealing with the corporation or 
the co-operative— 

Mr. JAcketr: Which is a corporation. 

Mr. Hacxerr: Does it pay tax on the amount that is available for patronage 
dividends? 

Mr. Jackerr: What this section does, as I understand it, is to permit a 
co-operative to deduct in computing its income patronage dividends that are 
paid by it within the limits permitted by this section. There are various 
restrictions but the amendment of two or three years ago was to permit the 
co-operative to deduet in effect as a cost of doing business, patronage dividends 
paid by it as long as they complied with all the restrictions of this section. 

Hon. Mr. Assotrr: Any corporation may do that. 

Mr. JAckerr: Any corporation, not only a co-operative. 

Mr. Hacxert: Is it going too far to say this permits a co-operative to build 
up capital in the way of a reserve which is free from taxation? 

Mr. Jackerr: Under (i) if they just issue a certificate the shareholder is 
taxed on it and in effect taxwise it is the same as though it was paid out and 
complied with the provisions of the section. Then as far as (ii) is concerned 
where it is the case of a loan you have the same thing. You are treating it for 
the purposes of this section as though the dividend was paid to the shareholder. 
The shareholder has to take it into his income. 

The CHarrmaAn: And lend it back to the corporation? 

Mr. JAcxerr: And lend it back to the corporation. 

Mr. Fuuton: Without saying anything about the merits of the section is 
there not some slight contradiction in (ii) where it reads: 

The application by the taxpayer of an amount to a member’s liability 
to the taxpayer (including, without restricting the generality of the fore- 
going, an amount applied on account of a loan from a member to the 
taxpayer, 

and so on. If the loan was from a member to a taxpayer there would not be 
any liability by the member to the taxpayer. The liability would be the other 
way, would it not? You see the first words before the bracket, “the application 
by the taxpayer of an amount to a member’s liability to the taxpayer” seem 
to me to contemplate a loan by the taxpaver to the member. Then the member 
is liable to the taxpayer. Then the words inside the brackets say, “including, 
without restricting the generality of the foregoing, an amount applied on account 
of a loan from a member to the taxpayer”. That would be the opposite. 

Mr. Jackrrr: I appreciate your point. It may be it should be revised. What 
we had in mind, of course, was the application of a member’s obligation to make 
payment because he had obliged himself to make a loan. 

Mr. Fuuton: “Because he had obliged himself”? Those were your words, 
had obliged himself to make a loan? 

Mr. Jacxetr: Yes. I would want to think about that. It may be you have 
a point. It is certainly open to the interpretation you take of it. 

15546—43 
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Mr. Fuuron: It does seem to me you sort of reverse the liability in your 
words in the brackets as compared with the words outside the brackets. 


The CHAIRMAN: No. 


Mr. Fuuron: Should not the wording in the brackets be, 4 (holitiais. with- 
out restricting the generality of the foregoing, an amount applied on account of 
a loan from a member to the taxpayer— 


Mr. Hackett: No, it is a loan by a member to a taxpayer. The idea we 
want is, it is being applied by way of a loan from the member to the taxpayer. 
That wording is not quite good enough, but that is the general idea. 

Mr. Fuuton: Well then, should not the wording of subsection 2, be changed? 

The CuHairMAN: May we have a minute on that, if you don’t mind, Mr. 
Fulton? 

Mr. Fuuron: Certainly. 

The CuatrmMan: Mr. Fulton, would you strike out the words “on account 
of” and substitute “as a loan”, and see if that does not meet your point? 

“Mr. Futtron: I should think so. It does occur to me that there might be 
that contradiction. It seems that would clear it up. That seems to be more 
consistent. 

The CHatrMan: Now, eentlemen, are there any further comments on this? 
It is ten to ten. 


Mr. Benipicxson: Mr. Chairman, this is a bill of 89 pages and some 131 
sections. A lot of us have not received copies of the amendments. This bill 
received first reading on June 8, and somewhere in the interval the government - 
has been persuaded to change it to the extent of quite a large number of amend- 
ments, which I can quite understand most members—and speaking for myself 
—would not understand too readily because it is a very complicated question. I 
would like to ask the witness whether or not I have an understanding of what 
the law was a week ago. As I understood it a week ago a co-operative which 
took in a surplus of receipts over its expenditures and disbursed that surplus 
to its members it was free of tax except for a tax to the extent of 3 per cent of 
its declared capital; and what we are deciding now is the question of what is 
‘“yayment out” of that surplus over expenses. We have had an act here for 
some time which defines payments, and I take it that what we decided in par- 
‘liament necessitated some kind of an interpretation among the staff of the 
Department of National Revenue; and I take it that within recent times ‘this 
department has been interpreting “payment out” in a certain way which is 
under sume question. We are now asked to define “payment out” in our 
statute as being the same thing as the officials of National Revenue have within 
recent times declared it to bo Is that correct? 

Mr. Jackett: I think that is a fair statement. 


Mr. Timmins: This principle which has been in the bill before, is that con- 
sidered by the administration as being a proper way of making a payment so 
that there will be no tax on the co-operative? 

Mr. Benipickson: I want to say, Mr. Chairman, that some of us here who 
are just laymen about these things have a layman’s idea about what “payment 
out” means. Fundamentally we think it means a disbursement, we sign a 
cheque and we send it out to somebody, and it is free and open to him to do 
whatever he likes with what is paid out to him. 

Mr. Timmins: I did not understand that you could give effect to this 
amendment from the administrative standpoint through the medium of a by- 
law passed by members of a co-operative. What they are actually considering 
here, I mean the administration, is an extended definition of the term “payment 
out.’ 
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Mr. Benipicxson: I would like to ask how long is the time within which 
the Department of National Revenue has been defining payment-out to include 
all the things that are in the proposed draft now before us’ i} 

Mr. Gavsir: This, as I understand it, has been the interpretation from the 
beginuing of the section being enacted. | 

Mr. Benipickson: And it originated when? 

Hon. Mr. Asporr: 1946, I think. 


Mr. Benipickson: I would then ask, has the legal advice of the Department 
of Justice ever been sought as to whether or not the practices of the Department 
of National Revenue would be legally approved by the Department of Justice 
as including various things that we are now asked to say are the equivalent of 
payments out. 


Mr. Jacketr: It is getting personal, but I have had that job on my. desk 
for at least two weeks while I have been working on this bill, and I have not 
got much beyond the stage of reading the letter. 

Mr. Brnipicxson: In other words, the Department of Justice, as far as you 
know, has had the matter before them only within the last two weeks—the letter 
asking them whether or not payments out in accordance with the statute would 
include the various things that National Revenue has over a certain time 
allowed as payments out? 

Mr. Jackett: I would not say exactly two weeks. 

Mr. Fiemrne: In any event, you have not given your ruling? 

Mr. Jackett: No. 

The CuarrMan: And there will be no need for a ruling. 

Mr. Benipicxson: If it passes. 

The CHARMAN: Yes. 


Mr. Benipicxson: But in other words, there is some doubt as to whether 
or not payments out under the statute as it now stands include the ramifications 
that have within a certain time been permitted. 


Mr. Hacxerr: “Practices” you should say. 


Mr. Benipicxson: Yes, the practices that have been permitted by National 
Revenue. 


The CuHarrMAN: And the purpose of that being put there, Mr. Benidickson, is 
to make sure that the taxpayer can be taxed on that amount. 

Mr. Benioickson: On the contrary, Mr. Chairman; that the taxpayer can 
be exempted. 


The CuHarrmMan: No, no. That the taxpayer can be taxed on personal 
income to that extent, that the member taxpayer can be assessed as. personal 
income. 

Mr. Benipicxson: Oh, yes, that is another issue and I think we have had 
some suggestions on that already in briefs that have come to our attention; 
this brings up the question of whether or not we should in this legislation 
authorize certain executives of 1a co-operative to use such influence and authority 
as they thave in a co-operative to see that a certain by-law is passed whereby 
their shareholders would from that time forward have to pay income tax on 
dividends that they never actually received. 

Mr, Hackett: No, they do not. 

Mr. Benipicxson: From tthe dividends which are placed to their credit 
on the books but which they did not receive. Under this legislation, and by 
reason of the carelessness of the average shareholder in most corporations of 
co-operatives, due to non-attendance at meetings the shareholder would find, in 
due time; he was recorded on the books of the co-operatives as receiving a certain 
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amount of dividend which would be taxable under the laws of this country, 
without those dividends ever having come into his hands. He would find, that 
by by-law those dividends went back into the hands of the directors but the 
shareholder would have to pay income tax. I do not think that is very 
democratic. 

Mr. Fuuron: Would it not be fairer to say it went back into the hands of 
the corporation. 

Mr. Benwicxson: That is a better way of putting it. 

The CHAIRMAN: Have we any complaints from those individuals. 

Mr. Gour: None from my co-operative. 

Mr. Isnor: I should like to ask the officials whether this is along the lines 
of the report dealing with the question of co-operatives. 

Hon. Mr. Assott: I will leave that matter to the officials, Mr. Isnor. I am 
not an expert on it. 

Mr. Jacxerr: I do not think the report got down to that detail. I would not 
be sure, but I do not think the report dealt with the detail. 

Mr. Fiemtnc: Parliament did not give effect to the full report, anyway. 
The amendment of 1946 was, really, only a fraction of the extent to which the 
report proposed to go. 

Mr. Isnor: I think it definitely deals with the question of the payment of 
cash. I wish to support Mr. Benidickson with regard to it. I think he has 
presented a very clear picture, as I understand it. I am anxious to discover the 
purpose of the amendment. It would appear to me as though a special benefit 
is being given to a certain class of businessmen in Canada. 

Iam aretailer. We have an income tax form. We have a certain procedure 
to follow. It is not the same procedure as is being followed in this amendment. 
I am wondering as to why, if there is a benefit, it is being brought about and 
accruing to a certain class. : . 

I think I should place on record the fact that we had, in Canada in 1941, 
about 137,331 retail stores paying under what we call the regular income tax 
system. Those stores have sales amounting to $3,440,000,000. They employ 
297,000 employees full-time and 95,000 part time. I want to make my point a 
little later in regard to those figures. They pay, in salaries, $289,379,500. All of 
that money was paid out in the way of salaries and wages and, under our 
regular system, is subject to income tax. 

On the other hand, we have five large co-operatives, wholesalers in Canada, 
who belong to the National Co-operative Incorported in the United States, whose 
main business is in dairy equipment, farm machinery, automotive and mechan- 
ical production. To those five, I do not wish to refer, as some of my friends 
do in another group, as combines and monopolies. There are five large out- 
standing firms connected with American firms who are, apparently, going to 
receive a special term of income tax benefits. 

Now, dealing with just the wholesale firms, we have 1,900 co-operative 
associations in Canada with a total earning amounting to $163,467,434; that 1s 
a huge business. The members’ equity amounts to $92 455,174. There is a paid 
up share capital of $19,580,322. I want to emphasize this point. There are 
_ surpluses and reserves of $73,874,852. ‘There is only one way to arrive at those 
reserves and that is to build them up from what is left over. They can call it 
what they like. It is all derived from business operations during a period of 
years. 

Now I say, Mr. Chairman, there should not be any class legislation. There 
should not be any discrimination. There should not be any favours or favourit- 
sm shown as between classes of merchants. You can call them what you like. 
This is particularly so when they roll up such a large surplus such as I 
mentioned. I think from 1946 onwards every business firm, no matter what 
label it operates under, should be taxed on exactly the same principle. Unless 
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{ have a very much better explanation as to why these benefits as extended 
in the amendment are extend, I must, in fairness to the 137,331 retailers— 
not that I represent them here but I am one of them—I must say there appears 
to me to be discrimination. I cannot but conscientiously vote against it. 

Mr. Hacxert: I should like to say one word. 7 


Mr. Giuuis: Before Mr. Isnor finishes, could I ask him a question? Do you 
pay back to your patrons a patronage dividend on their purchases? Are your 
patrons members of your firm? 


Mr. Isnor: I think any man who is in business today knows there are two 
separate types of business, one of which you represent. The fundamental 
principle of doing business and of paying taxes is whether you derive benefit, 
profit or surplus, whatever you like to call it; a difference between what you take 
in and what you pay out at the end of the year. That is the important principle 
and it does not matter what I do. : 

Mr. Gour: I am, perhaps, in the same position. I am a retail merchant 
carrying everything you are able to buy in a country store. There are three 
co-operatives in my home town. Those three co-operatives are dealing in only 
a few lines which I handle, mostly grain, agricultural implements and fertilizers. 
They are also going into shoes now. However, I have so many lines and they 
have just a few, but at least they have some lines which I have. I am of the 
opinion that we have not given the co-operatives a bit too much protection in 
this bill. I am in favour of the protection which is given now. I am actually 
in competition with them, but I am chairman of one co-operative also, It is a 
flax fibre co-operative and I find that there is not a bit too much protection for 
the real co-operative. As the Act is now I do not think anyone need be afraid 
to let these small people have a chance to combine together and get things which 
they need. I do not think businessmen have anything to fear and if these people 
make enough money to pay income tax it is keeping this country prosperous. 
I am in favour of paying income tax but I do not think we are giving them 
too much of a chance against the big companies and the real clever fellows who’ 
have everything in their hands. They have the money behind them and should 
not have anything to fear from the co-operatives. If you do not think I am 
a real merchant you can come out and see, and I am in competition with three 
co-operatives right in my own town. I do not see that there is any reason 
against giving these people a chance to buy the goods they need and to sell their 
produce. Some of them sell their hogs, and their other produce, and some are 
buying what they need. I think this Act is all right and it is my wish and my 
opinion that it should be passed. 

Mr. Hacxert: I want to discuss the question from a stage which is a little 
anterior to that raised by the gentleman who has last spoken. If I have under- 
stood these amendments they are dealing with and.rest upon a fiction. You 
will impose a tax upon the member of an amount which he does not receive. 
That, it seems to me, is fundamentally wrong because it is untrue. I am not 
going to deal with the aspect of it which hints at, if it does not assume, that a few 
people dominate the policy of a co-operative. I assume that wherever men 
congregate that'a few will always determine what is going to be done, ‘but we 
are being asked to tax a number of members upon money which they do not 
receive and they never receive. It seems to me that is fundamentally wrong 
It may not be necessary to go further but if you forget the co-operatives for a 
moment and deal with a corporation the shareholder is not taxed on the dividends 
that he does not receive; the corporation that does not distribute its dividends 
builds up reserves and increases its power in many ways and if it goes too 
far there is power in the minister and in the department to compel a distribution. 
It seems to me unwise to depart from the fact and go into fiction in a matter 
as far reaching as this legislation and it seems to me a day may come when 
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the small taxpayer, and I assume many members of co-operatives are people 
of limited means, would feel very much chagrined at paying taxes on something 
which has shrivelled up. ‘They will have received a promissory note and pay 
income tax on it instead of on that which represents the fulfilment of the 
promise. For that reason it seems to me we should be very careful in departing 
from fact in taxation legislation. 

The CuarrMan: Is there any other discussion? = 

Mr. Hazen: I would like to ask a question for my own information. There 
have been a number of wires received. 

The CuarrMan: Yes, and I will read them when I have the chance. 

Mr. Hazen: There seems to be one which refers to the building up of 
income tax reserves and in the wire from Mr. Thompson I noted that he says 
they build up reserves tax free. That is an objection that is raised apparently 
to this proposed amendment by these associations and federations and there 

are other wires along the same lines. Here is one from D. L. Morrell and he says 
the principle of equal taxation of all forms of business enterprise 1s what they 
believe in and he suggests that amendment be made which would give the 
co-operative enterprise further tax advantages over other business enterprises. 
What I would like to ask is does this amendment enable co-operatives to build 
up income tax reserves as these people complain? 

Hon. Mr. Assort: I would ask Dr. Eaton to give the answer? 

Mr. Eaton: The section which deems these payments to have been 
received and to be income by the individual means that they are taxed in his 
hands and are therefore not tax free reserves. 

Mr. Hazen: Does this amendment enable co-operatives to build up tax 
reserves tax free? 

Hon. Mr. Axsporr: The amendment does not do it. The amendment 
confirms what the administrative practice of the Department of National 
Revenue has been since these so-called co-operative sections were put in to the 
Income War Tax Act. 

Mr. Benmicxson: How long has the department recognized this? 

Hon. Mr. Assorr: Since it first came in in 1946. 

Mr. JaeNnicKEe: It was recommended by the royal commission? 

Mr. Benipicxson: But it has nothing to do with the statute? 

Mr. Hacxert: I think Dr. Eaton’s answer, while technically exact, might 
have been more complete had he said that these moneys are not taxable in the 
hands of the taxpayer, but they are taxable in the hands of the members. _ 

Mr. Irvine: The member is the taxpayer in the last analysis. 

Mr. Hacxerr: In the legislation I think it is really a little confusing. I 
understand that the taxpayer means the co-operative? 

Hon. Mr. Aspotr: Yes and subsection (6) at the bottom of the amend- 
ment covers the recipient. 

Mr. Hazen: I should like to ask a further question if I am in order, and 
it is this. Why are co-operatives allowed to build up reserves tax free and 
private enterprises are not allowed to ‘build up reserves tax free? 

Mr. Eaton: Following up my last answer, my answer at that time was 
they were not tax free. 

Mr. Hazen: Somebody told me co-operatives could build up tax-free 
reserves. ‘Can they build up tax-free reserves or can they not? I should lke 
to know that. 

Mr. Hacxkert: 'They are tax free in the hands of the taxpayer, that is, the 
co-operative. 
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The Cyaan: As chairman of this committee I will not be permitted to 
vote unless it is a tie, and I should like to ask the permission of the committee, 
ii I may, to express my views and say how I would vote if I were permitted 
to vote. 


Mr. Hazen: Can I get an answer? 


The CuHairmMan: That is what has brought up my statement now. As I 
understand this, and I ask Mr. Jackett and Dr. Eaton to correct me if J am 
wrong, all this provision does is to facilitate loans by hundreds and perhaps 
thousands of individuals in small amounts to the co-operative. You can 
imagine what the servicing cost would be if the co-operative had to actually 
issue cheques and issue receipts for money back. These individuals in the 
co-operative want to lend money to the co-operative, and I say to you, Mr. 
Isnor, that if any one of your shareholders, knowing that your company needs 
money, want to lend money to the company there is nothing that prevents you 
or your company from receiving loans from shareholders tax free. That Is 
exactly the same thing, as I view it, as is happening here. All we are doing 
is we are facilitating and cutting down the servicing cost to these individuals 
who want to carry on their own business. 


Mr. Isnor:. In reply to you all the individual that you have in mind, and 
whom you have stated would receive the dividends, thas to do is to turn the 
cheque over, and endorse it on the back. 


The Cuairman: Yes, but there has got to be an entry in and out. May 
I finish— 


Mr. Isnor: That transaction is a clear-cut one. Ag stated in the Me- 
Dougall report they are paying the dividends out and the recipient is then taxed 
on that the same as you and I. 


The CuairMan: That brings me to the other point I want to make, if I may 
be permitted to finish, and I will be through right away. To me it is rather an 
odd thing that every complaint that I have received, and I have received some 
four or five more wires in the same vein, is not a complaint from these share- 
10lders of the co-operative that we are wrongly taxing them, and that kind of 
thing, but the complaint I have received is from their competitors in business, 
you see, and it is quite apparent they are trying to do something to upset the 
economic operation of the co-operatives. You know as a business man that 
every time you put a charge account on your books it costs you money and 
every time payment is made out by a co-operative and a loan received in if you 
do it by individual transaction it will cost a tremendous amount of money. 
There has been no complaint from any shareholder of a co-operative that we 
are pushing them around; the complaint comes from their competitors. 


Mr. Isnor: That sounds all right from your angle. If a certain group 
thinks they are being discriminated against it is only natural for them to draw 
it to your attention, which they are doing. I doubt very much if the members 
of these various co-operative associations know that this thing is taking place, 
and realize that by a by-law which can be passed they will not in future receive 
their dividends. I want to ask you a question, for instance, regarding the pay- 
ments of these share values. It says here, “the issue of a certificate of indebted- 
ness or shares of the taxpayer or of a corporation of which the taxpayer is a 
subsidiary wholly-owned corporation—purchasing certificates of indebtedness or 
shares of the taxpayer or the corporation previously issued,” does that mean that 
these dividends which are withheld can be applied to an outstanding debt or 
balance on a share in this company? 


The CuHairmMan: My understanding is, yes; if the member wants it so 
applied. Now, you understand Mr. Isnor, that these co-operatives are demo- 
cratically managed and the majority rules. Nobody has to be a member of a 
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co-operative unless he wants to, but surely in a democracy people can act to- 
gether for their own good. . 


Mr. Beniwicxson: That applies to covernments too. Take in my Own case, 
I happen to be a shareholder in a small way of the McIntyre Porcupine Mine. 
What chance have I effectively of protesting the action of the directors of that. 
company. What say have I as to what the directors of that company decide 
to do? For example they propose to hold their gold and not sell it. All I can 
do is to sit back, hold my stock, and take my loss in the market; just sit tight 
and wait. That is all I can do. What protest have I got? I cannot appeal 
to the manager of the company. Of course, I get notice from them as to any 
annual meetings being held, but if 1 happen to be in some part of the country 
other than where the meeting 1s being held I would not have much chance of 
attending. Now, I am going to ask you that question because the proposition 
of the chairman was academic, in my view. The average shareholder of any 
organization should be considered in a law, and by those of us who make the 
laws. And that is what we are doing here. Now, what I would like to know 
is the actual date that the Department of National Revenue issued the inter- 
pretations of payments out that are equivalent to what they are now asking us 
to approve by way of amendment to this act. 


Mr. Gavste: Unfortunately, I have to return to my office to be able to 
answer that. 


Hon. Mr. Aspott: It was in 1946 that the laws came into force. 


Mr. Beniwickson: That, of course, puts me in an awkward position because 
my information is that it was very recently. If you and Mr. Gavsie are sure 
of your facts that these interpretations have been there from the inception of the 
statute, that all these rulings have applied since 1946, I have to accept it. 


Mr. Gavstz: You must realize, of course, that the co-operatives only became 
taxable in the legislation of 1946 and it took a year or more, until the 1947 returns 
were coming in, so it is just recently that the problem has been before us so 
fay as the Tax department is concerned, so that we are still in the throes of 
trying to work out all the little details. Now, this is one of the details that came 
up, and with it have come these related problems for consideration. This reflects 
the opinion of the department and the department is expressing its opinion now. 
As you will appreciate, we have not had years of experience with this thing yet. 
This represents our view of the problem in connection with a new matter, and 
we are now trying to have it set out m the law so there will be no doubt about it. 


Mr. Benripickson: As you say, this provision was only brought into effect 
in 1946, and now we find ourselves faced with this involved legal interpretation 
of payments out. It is desired that we include the various things that we see 
on this long page that we now have before us. It is because there is apparently 
sone doubt about the administrative interpretation that you are now asking 
parliament to do certain things and put it in statute form. 


Mr. Fiemine: May I just ask Mr. Gavsie, arising out of a remark just 
made; you say that this has Just become a problem this spring? 
Mr. Gavstm: I should not have said that. It goes further back than that. 


Mr. Freminc: But it was brought to your attention through the 1947 
returns? 


Mr. Gavstm: No, it was before 1947. 
Mr. Isnor: I thought we were waiting for an answer? I was going to 
follow up the question with regard to the Department of Justice. They have 


not, since 1946 or the coming into effect of the operation of this particular 
section, given a ruling. | 
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Mr. Jackerr: My understanding is we have not because I certainly would 
not have been dabbling in this thing for the last two or three weeks if I 
thought we had. I cannot give you a firm assurance we have not because I do 
not actually issue the opinions. 


Mr. Isnor: I am not a lawyer and I hesitate to get into a legal argument. 
I am not going to offer any advice in a legal way this evening, but I am told 
there is a difference of opinion in regard to the legal interpretation of this. 
The opposite view has been given by a very well-known firm in Montreal. 

Mr. Jackett: All I can say is I had great difficulty in following some 
of the reasoning in one of the opinions I saw. I am not prepared to express a 
contrary opinion until I have had an opportunity of going into it. 

Mr. Timmins: Would you say when section (ii) was first passed upon 
by the department? 

Hon. Mr. Asporr: It was drafted by Mr. Jackett, himself. 

Mr. Timmins: When was the first ease finally decided and that this 
would be put in (ii). 

Hon. Mr. Assorr: To make it elear, what do you mean by (ii)? 

Mr. Timmins: That is the proposed amendment. 

Hon. Mr. Assorr: You mean the case contemplated by (ii)? 

Mr. Timmins: We are told that the administration has done this very 
thing. 
_ Hon. Mr. Assorr: The administration, as I understand it, ruled that the 
case which is contemplated in (ii) constituted payment within the meaning 
of the law. | | 

Mr. Timmins: Then, there must have been a case which came before them 
and they must have said this will pass. 


Hon. Mr. Assotr: I am sure you are right. 

Mr. Timmins: Was that in 1948 or was it in the month of December, 
1947 or when was it? 

Hon. Mr. Asporr: Mr. Gavsie answered it a moment ago by saying he 
would have to go back to the office to find out. 


Mr. Timmins: He answered it generally in respect of the whole series of 
clauses, but I am asking with respect to the one, (ii)? 


Mr. Beuzite: Would it be a fair inference— 


Mr. Gavste: I would have to check that up to be able to give the exact 
date. It may very well be that this is one of the questions which was asked 
because it is the type of thing co-operatives have been doing. I am not sure 
it was an actual case or whether this was a problem which was bound to arise 
and consideration was given to it and that decision arrived at. As I say, I 
am sorry I have not the information here and cannot give you the exact details. 


Mr. Timmins: Then, it was not an administrative decision but an 
administrative consideration, 


Mr. Gavste: It is an administrative opinion of what the law means. 
If parliament sees fit to pass this section there will be no doubt about it. 
If parliament does not see fit to pass it then there will be a great deal of 
doubt. The reason the Department of: Justice has it under consideration at 
the present time is that it has been suggested the interpretation is not correct. 
It is more or less recent because the whole thing has only arisen in the last year 
and a half. In view of the doubt cast upon our interpretation of the section 
we have asked the Department of Justice to give their opinion on the law as 
it stands today. This subsection is here and if it passes there will be no need 
for the opinion of the Justice Department. 
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Mr. Trains: If there has not been a decision we are not just codifying the 
law, we are making new law. | 

Mr. Benipicxson: Parliament considered this when they passed it originally 
and we have not time now to go into the intricacies of it. Why not let the 
courts decide it? Let us not introduce new law in haste. This bill passed 
first reading on the 8th of June but somebody has seen fit to introduce something 
new and we are told by some of our constituents that it involves something 
different from what parliament previously decided. I think we would be safer 
in leaving the law as it was when parliament last had opportunity of discussing 
it thoroughly. If there is any dispute let us leave it. There are those who favour 
one side and those who favour the other and at a later date there will be an 
adequate time, when we are not under pressure as we are now, to discuss any 
enlargement of the law that might be involved. | 

Hon. Mr. Assotr: I should perhaps point out the union of co-operatives 
requested this clarification of the law as far back as last winter. 

The CHAIRMAN: You have heard the amendment of the minister, you have 
had it explained and there has been a full discussion. Are you ready for the 
question? 

Mr. Fuuron: I want to ask one question. Can an ordinary corporation take 
advantage of this amendment which is now before the committee? Is it permitted 
by company law as it exists in the case of a dominion company or of companies 
incorporated under provincial companies acts to pass such a by-law as is con- 
templated under subsection (e) to take advantage of this amendment? 

Mr. Jackett: I have not formed any final opinion but my thought would be 
a by-law such as contemplated here would not have any legal effect, be it 
passed by a co-operative or corporation, unless it was specifically authorized by 
the incorporating statute. If it was so authorized it would be valid just the 
same as if the co-operative had special legislative permission. 

Mr. Hacker: There is no provision for it in the Dominion Companies Act 
or in any dominion company or provincial companies act of which you are 
aware? 

Mr. Jacxerr: I have not found it in any co-operative act although I am 
told it is contained in at least one. 

Mr. Fuuron: I take it you mean the articles or memorandum of association? 

Mr. Jackerr: I think it would have to be in the statute under which the 
company ‘was incorporated. 

Mr. Fuuron: The powers of the directors to do the things which occur in a 
company are outlined in its memorandum of association which is drawn pursuant 
to the Companies Act in the province in which the company is incorporated and 
therefore the powers given to a corporation and its directors are limited to the 
things open to it which are specified by the Companies Act. The question is 
could a company incorporated either in provincial or dominion statute which 
you have knowledge of make such a by-law as is contemplated in this amend- 
ment? 

Mr. Jacxerr: Offhand I would think not. I think the same thing would 
apply to a co-operative incorporated under the Co-operatives Act unless the 
Co-operatives Act had a special provision authorizing it to include that in its 
memorandum of association. 

Mr. Fuuron: Then what is the purpose of this amendment? 

Mr. Jacxerr: Such a provision, I understand, is in the Act of one province. 

Mr. Fuuron: What province is that? 


Mr. Jacxerr: I understand it is in the Saskatchewan Act. I have not seen 
it. There is nothing to stop it being put in other Acts or in the Companies’ Acts. 


_ report. 
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Mr. Futon: Is it contemplated to introduce any such amendment to the 
Dominion Companies’ Act as would enable a company to change its articles of 
memorandum and take advantage of this? 

Hon. Mr. Assorr: I have never heard it suggested. 


Mr. Irvine: It might be suggested provided the companies and their 
customers are one and the same people. 

The CHatrMAN: It should also be said, and I am surprised that someone 
has not mentioned it, that co-operatives are under many restrictions which do 
not apply to ordinary companies. They must pay out 80 per cent of their 
earnings yearly. Their members only vote once whether they hold one share 
or a thousand shares. They are under certain restrictive measures, and obviously 
their powers would be different. There is not anything mysterious about that. 

Mr. JAgNnickE: Is not this distinction true that any corporation if they set 
aside a reserve are taxed on that and a co-operative is not, but their shareholders 
are taxed, so in each case they are only taxed once? Is that not the situation? 


Mr. JAckEeTT: If a co-operative sets aside a reserve it is taxable. 


Hon. Mr. Asport: In the law there is no definition of a co-operative as such. 
They are not given special tax treatment. In accordance with the provisions of 
the McDougall report patronage dividends are allowed to be deducted from 
gross income whether they are paid by a so-called co-operative or paid by a 
private corporation. That is the central recommendation of the McDougall 


Mr. Fuuron: My recollection of what was said when the bill was first 
introduced in 1946 is that it was said then, and I think the position was fair and 
was accepted as such, that what co-operatives were being allowed to do under 
the Act as then introduced would also be available to corporations if they 


‘eared to avail themselves of the same, in other words, follow the same general 


provisions. What I am asking in effect is are we giving an opportunity for 
co-operatives to do something which opportunity will not be available to 
corporations by virtue of their set-up? 

Mr. Jackett: As I understand it co-operatives will be in the same position 
as other corporations. They will both have to go to the legislatures which 
passed the statute under which they were incorporated and get the power to 
pass by-laws of this kind. 

The CHairMAN: Are you ready for the question? 

Mr. Hazen: May I ask one question? I have here a wire that was sent 
to the chairman, dated June 16, from George 8. Hougham, General Manager 
of the Canadian Retail Federation. 

The CHatrMAN: I read that to the committee. 

Mr. Hazen: In the course of the wire he says: 

“Commission”— 
that is the royal commission that had to do with co-operatives— 

“established that co-operatives make profits and resulting legislation pro- 

vided their reserves could not be increased without such additions being 

taxed as in the case of ordinary business.” 

Is that statement incorrect? 


Mr. Eaton: Perhaps I might follow on from where Mr. Jackett left off. 
If an ordinary corporation has the power to do what is contemplated in this 
law— 

The CHarrMAN: Takes the power. 

Mr. Eaton: Takes the power to do it then the reserves so-called that are 
built up will be built up in exactly the same way as they will by what is known 


as a co-operative. The point I made originally was in both cases they would 
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be taxed reserves in the sense tax will have been paid on that which goes into 
the reserve. | 
Mr. Hazen: I am not clear. He says: 7 
“Resulting legislation provided their reserves could not be increased 
without such additions being taxed.” 
Is that the law at the present time? 


Mr. Jacxert: I think— | 

Mr. Hazen: Or is that statement not quite correct? 

Mr. Jacxerr: I think there is some difficulty arising out of the double use of 
the word “reserve.” Strictly speaking a reserve is a part of protfis that are 
just set aside and whether it be a co-operative or any other corporation it pays 
tax on that part of the profits that are set aside as a reserve. What is being 
referred to as a reserve here is the capital that the co-operative or other corpora- 
tion has acquired by declaring a patronage dividend and borrowing it back 
from its members. Then it is operative capital and it is not payment through 
a dividend set aside as reserve. 

Mr. Timmins: We don’t tax. But this corporation pays a dividend, 
declares a dividend and pays it out to its shareholders, and then they arbitrarily 
turn around and take it back by way of a loan, The corporation pays a tax 
and the shareholder pays a tax; but now, in so far as the co-operative is 
concerned, this goes through, instead of paying over a patronage dividend it 
gets it under a by-law, or whatever means may be used here. The co-operative 
does not pay the tax but the member of the co-operative pays the tax. 


Mr. Futron: Mr. Chairman, have we heard all the telegrams? 
The CuatRMAN: I have one here— 


Mr. Hacxert: Just before you go into that, I think it 1s quite clear that 
the change that is contemplated here is a very radical one; and, with great 
respect to the minister, it seems to me that it goes beyond what he pointed 
out was to be the effect of this bill. I am reading now just a sentence from” 
his speech on the 29th of April, 1947, when he said: } 


We have been busy during the past year upon the rewriting of our 
basic income tax law in an effort to improve its arrangement, to make it 
clearer and simpler, and to remove ambiguities and anomalies. Hon. 
members will, I think, be particularly pleased with the extent to which it 
will be less dependent upon the exercise of ministerial discretions. Senior 
officials of the Departments of Justice, National Revenue and Finance 
have spent many months on a very detailed revision. I have taken a 
considerable personal interest in their work in this field. 


Now that envisaged, as I understand, rearrangement of the article without any 
radical change in the taxing provisions. Now, I take up the suggestion of Mr. 
Benidickson here; it would seem to me that we are confronted with an extremely 
radical and far reaching change in the substandide law; and, rather than expose 
the government or parliament to enacting legislation which is radical without 
full investigation, it would seem to me well that we should let this matter stand 
until we can go at it with great assurance that it will be beneficial and that it 
is fair; and fairness is something that you must not overlook in dealing with 
taxation; and that it is what people whom it is supposed to help will want. 


Mr. Fteminc: You mean let the section stand? 


Mr. Hacxert: Let the section stand and not enact it at this session. Let 
the amendment stand. We will be back again very soon and we will have an 
opportunity of looking at it again. 
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Mr. Fieminc: Don’t say that. 


Mr. Hackett: We will have an opportunity of discussing this matter at 
some length, and the departmental officials will have had then an opportunity 
which is due to overburden they had not yet had to consider the amendment 
in all of its indications and ramifications. 


Hon. Mr. Assporr: My only comment, Mr. Benidickson, is on the remark 
of Mr. Hackett referring to my statement that there were to be no radical 
changes of policy. Opinions may differ, but I do not consider it is a radical 
change in policy to put in statutory form what the administrative department 
had been ruling was the law. I do not think it is. I was willing to do that and 
that is the reason the amendment was brought forward. I can see views for 
and against a provision of this kind. I am fully aware of those but I think 
that is a matter which can be— 


Mr. Hacxert: I think, Mr. Minister, purely on a question of fact, it has 
not been established that this has been a departmental practice for any time. 


Hon. Mr. Asporr: Perhaps I should say it this way; I am willing to accept 
departmental practice as desirable if parliament sees fit to enact. it. 


Mr. Hacxert: The Department’s practice, I think, is very hazy at the 
present time if we take the words of Mr. Jackett. He told us that the matter 
has been submitted to Justice. There has been no ruling upon it and there 
is some controversy concerning the Act. We know there is nothing in the 
Company’s Act to mete out equal treatment to corporations and shareholders 
in those corporations. | 


Mr. Benipicxson: That fact has been referred to in my comment along 
the same lines. I think it has some validity. There is some doubt about 
whether or not this is a good law. The Department of Justice says that, until 
the last two weeks or so, they had never been asked about it. The government 
says they have had some representations along certain lines advanced to them 
as early as April. They should have been able to make a decision before now 
and it should have been put in this bill so that all the people who received 
copies of the bill would have had an opportunity of deciding whether or not 
they were for or against it. 

I myself am in an embarrassing position. I have had no comments 
against the bill as it was drafted on June 8. Everything has been quiet. 
Now, I have received protests because of something announced only this 
morning. I do not think it is fair to members of parliament. If certain 
representations were made as early as April we should have had this in the 
bill so all the persons interested would have had an opportunity of coming 
before this committee. 


Mr. Fuuron: Since they were not given an opportunity of coming before 
us I think we should hear whether any more representations have been received 
by the chairman. 


The CuHatRMAN: I have received wires since coming to this committee 
room from the Canadian Federation of Farm Equipment Dealers, signed by 
Danby Hannah, President; the Saskatchewan Wholesale Implement Associa- 
tion; the Saskatchewan Wholesale Implement Association, Northern Section, 
signed by Mr. R. A. Matheson; from the Alberta Wholesale Implement Associa- 
tion North Alberta Section, and they all follow the same trend. I will put 
them on the record. 


Mr. Futron: What do they say? 
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The CHAIRMAN: I will read one and you will then have the gist of them all. 


The Canadian Federation of Farm Equipment Dealers protest any 
amendment of income tax bill which will permit co-operatives to increase 
revolving funds or reserves without paying income taxes on amounts 


withheld. 
Are you ready for the question? 
Mr. Timmins: I move that the amendment stand over. 
Hon. Mr. Assorr: I think I would ask for the question. We can vote 


against the amendment in which case the section as it is in the bill stands. 


Mr. Isnor: If the amendment is defeated, the bill stands as it 1s. 
Hon. Mr. Apsorr: As it was previously. 
The CuairMAN: You all have the amendment of the minister before you. 


All those in favour of the amendment please signify. I declare the amend- 


ment carried. 


Shall the section as amended carry? 
Carried. 


Mr. Fremine: On division. 


The CuatrMan: Shall the preamble carry? Shall the title carry? 
Carried. 3 


Mr. Furron: I want to ask one question. Last night section 51 stood 


pending a solution of an apparent contradiction between that section and 
section 40? 


Hon. Mr. Aspott: That was all fixed up this afternoon. 
The Cramman: Shall I report the bill as amended? 
Carried. 


The meeting adjourned. 
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